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CHAPTER I. 


Introductory. 

The first enquiry held by the Indian Tariff Board into the 
circumstances of the Steel Industry in India was followed by the 
passing of the Steel Industry (Protection) Act in June, 1924, 
and resulted in the grant of protection to the industry by 
means of a scale of duties imposed upon the imports of various 
forms of lolled and fabricated steel and by the provision of 
bounties upon the manufacture of steel lails and lailway wagons 
A rapid change in conditions, howevei, very quickly rendered the 
protection given ineffective and after furthei enquiries conducted 
in 1924 and 1925, it was augmented by the gi anting of bounties 
upon the ingot pioduction of the Tata lion and Steel Company 
The Act ref ei led to above limited the opeiation of these protective 
measuies to a period ending on the 31st March, 1927, and pro- 
vided in section 6 that an enquiiy should be held before that date 
as to the extent to which the piotection accoided to the industry 
should be continued 

2. Consequently the Government of India oidered the re-examin- 
ation of the position by the issue on the 3rd 
Government Eesolu- of resolution printed 

below — 

The attention of the Tariff Board is drawn to the fact 
that the Steel Industry (Protection) Act, 1924, will expire on the 
31st of March, 1927, and it is requested to re-examine the 
measure of protection afforded to the various articles covered by 
the Act and by Act VIII of 1926 It will report m respect of 
each class of article whethei it is still necessaiy to continue pio- 
tection, and if so, whethei the measuie of protection now given 
should be inci eased oi diminished or whethei the foim of the 
protection given should be altered In making its recommenda- 
tions, the Taiift' Boaid will take all relevant consideiations into 
account, including that stated in part (5) of the Kesolution adopt- 
ed by the Legislative Assembly on the 16th February, 1923, and 
if it thinks that in any case the assistance required can most 
suitably take the form of bounties, the source from which the 
money for the bounties can be obtained should be discussed In 
dealing with the Tinplate Industry the Board will bear in mind 
its own observations in paragraph 31 of Chapter IV of the second 
portion of its first Report The Board will also be at liberty 
to examine the claims for protection of industiies making steel 
products which do not come within the scope of the present Act 
and to report whether, having regard to the principles laid down 
in paragraph 97 of the Report of the Indian Fiscal Commission, 
such claims should be admitted 
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(2) Firms and persons interested in the Steel Industry or 
industries dependent on the use of steel, who desire that their 
views should he considered by the Tariff Board, should address 
their representations to the Secretary to the Board 

(3) The Government of India are specially anxious that the 
Tariff Board^s report should be submitted not later than 15th 
October, 1926 ” 

3. Following the issue of this resolution, the Board published 
on the 16th April, 1926, the communique 
miwique ® reproduced below, outlining the scope of 

the enquiry to be held, enumerating the 
steel articles with which it would be concerned, and inviting the 
opinions of the firms or persons interested in the enquiry . — 

“ In the Resolution of the Government of India in the Com- 
merce Department, No 260-T. (64), dated the 3rd April, 1926, the 
attention of the Tariff Board was drawn to the fact that section 
6 of the Steel Industry (Protection) Act, 1924, provides that, 
before the 31st March, 1927, an enquiry shall be made as to the 
extent, if any, to which it is necessary to continue the protec- 
tion of the Steel Industiy and as to the duties and bounties which 
are necessary for the purpose of conferring such protection 

(2) The Board will pioceed to examine this question Persons 
or firms interested in the manufactuie of the articles enumerated 
below who desire that the protection granted by the Act should 
be continued after 3lst Maich, 1927, are lequested to submit 
representations stating — 

(1) the grounds on which they consider the continuance of 

protection necessary in lespect of the articles in which 
they are interested, 

(2) whether they considei that the measure of protection now 

given should be increased or diminivshed» 

(3) whether any protection which may be found necessary 

should be given by means of protective duties or 
bounties 

The articles fall under the following heads : — 

Rolled steel (including beams, angles, channels, plates, bais 
and lods, sheets black and galvanized, rails and fish- 
plates) 

Tinplates. 

Wire and Wire Nails 

Fabricated steel. 

Railway wagons and underframes 

(3) The general question of the fitness for protection of an 
industry making steel pioducts, the claims of which to protec- 
tion have already been admitted, will not be leopened No fui- 
ther examination of this point will therefore be made, except to 
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the extent to which it has been specifically reserved for further 
investigation by the Government of India or by the Board, 
in the case of the Tinplate Industry. 


(4) The scope of the present enquiry is not necessarily limited 
to the articles enumerated in paragraph 2 and the Board are at 
liberty to examine any claims whiQh may be put forward for the 
protection of industries making steel products which do not come 
within the scope of the present Acts and to leport whether, having 
regard to the principles laid down in paragraph 97 of the Report 
of the Indian Fiscal Commission, such claims should be admitted. 
Any persons or firms mteiested m such industries who desire to 
claim protection for them are requested to submit to the Tariff 
Board a full statement of the grounds on which they do so 
Their representations should, in addition to the particulars speci- 
fied in paragraph 1, state clearly whether, and, if so, to what 
extent, the industries are considered to fulfil the conditions laid 
down by the Fiscal Commission in paiagraph 97 of their Report. 

(5) All applications must be addressed to the Secretary and 
leach the office of the Board at No 1, Council House Street, 
Calcutta, not later than the 15th May After their leceipt, the 
Boaid will, if necessaiy, issue questionnaiies The applications, 
the questionnaiies and the leplies theieto will then be punted and 
published, and the wiitten lepiesentations of those who wish to 
suppoit 01 oppose the continuance or giant of protection will be 
invited The dales for the oral examination of witnesses who wish 
to be 01 ally examined will be subsequently fixed 


The Resolution instincts the Boaid to investigate the continu- 
ance of protection to the Steel indinstiy, and 
it specifically duetts that the case of the 
steel ai tides covered by the Steel Industry 
(Lhotettioii) Act and by Act VIII of 1920 
These ai tides, as is shown in the com- 


A I tides foi the manu- 
fdctuie of which con- 
tinuance of piotection is 
claimed 

should be examined 


munique dated the 16th Apiil, fall undei the following heads 


1 Rolled Steel. 

2 Tinplates 

3 Wire and wire nails 

4 Fabricated steel 

5 Railway wagons and undei frames 

This report deals with rolled steel, fabricated steel and the manu- 
facture of tinplate The representation of the Indian Steel Wire 
Products, Limited, — the main applicant for the grant of piotec- 
tion to the manufacture of wire, etc — was received too late to 
peimit of the examination into this subject being conducted con- 
currently with the mam enquiry and consideration of this industry 
has theiefore been postponed. As regaids railway wagons and 
underframes, the future requirements of the Indian railways are 
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still under the consideration of Government. The cost of produc- 
tion of these articles is necessarily dependent on the output and in 
the absence of definite information of the probable future demand 
it has been impossible for the Board to fiame any recommendations 

5. Further, the Government Resolution permits the Board tc 
Other articles for the examine the claims for protection of indus- 
manufacture of which pro- tries making steel products which do not 
tection IS claimed come within the scope of the present Act and 

to report whether, having regard to the principles laid down m 
paragraph 97 of the Report of the Indian Fiscal Commission, such 
claims should be admitted. We have received applications ir 
respect of locomotives, wagon forgings, steel castings, an'd nuts 
and bolts The first two products are closely connected with the 
manufacture of wagons and underframes, and it is not possible tc 
make proposals in regaid to them until we receive more definite 
information as to the future requiiements of the railways in regard 
to wagons. The evidence leceived in regaid to locomotives is noi 
yet complete while the applications in regard to nuts and bolts can 
most conveniently be considered at the same time as the application 
for the grant of piotection to the manufactuie of steel wire 


6. In response to the Board^s communique representations were 

rr,, T* ,, , leceived from the Tata Iron and Steel 

The Board s procedure ^ i n i j j 

Company, the chief applicant tor protec- 
tion to the Steel Industry, and from other firms and associations 
interested in the enquiry Questionnaires weie then issued con 
cerning — 


{a) Rails and fishplates. 

(b) Steel articles and materials other than rails and fish- 

plates 

(c) Railway wagons 

(d) Locomotives 

(e) Steel castings and spiing steel. 


A laige number of leplies were leceived and these togethei 
with the representations and a numbei of miscellaneous letterg 
received from various sources were published in book form on the 
14th July, 1926, under a further Press communique which invited 
the written opinions of those peisons or firms who might wish 
to support or oppose the grant oi continuance of protection. This 
communique ran as follows : — 

‘‘ In accordance with paragraph 5 of the Press Communique 
issued by the Indian Tariff Board on the 10th Aprils 
1926, in which it was stated that the applications re 
ceived by the Board from persons or firms in connec 
tion with the Statutory Enquiry regarding the grani 
or continuance of protection to the Steel Industry ir 
India after 31st March, 1927, together with the 
Board’s questionnaires and the replies thereto woulc 
be printed and published, the Board now announces 
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that the applications, etc , have been printed and can 
be obtained from the Manager, Government of India 
Central Publication Branch, Calcutta, or all Provin- 
cial Government Book Depots and authorized Book- 
sellers, price annas 8, and that the written representa- 
tions of those who wish to support or oppose the grant 
or continuance of protection are now invited Such 
representations (with 6 spare copies) should be address- 
ed to the Secretary and reach the office of the Board 
at No 1, Council House Street, Calcutta, not later than 
the 24th July, 192G, together with an intimation 
whether the sender desires to be orally examined by 
the Board ” 

It evoked but little response The only communications received 
were from 

1 Mr R Sitaraman, Calcutta 

2 The Bombay Iron Merchants’ Association 

3 Mr G B Trivedi, Bombay 

4 The Indian Chamber of Commerce, Calcutta. 

5 Certain lion Mei chants of Calcutta. 


Appendices III to VII show the piogiamme followed by the 
Board during the course of the enquiiy The Tata lion and Steel 
works at Jamshedpui and a consideiable number of othei works 
connected with the manufacture of steel ai tides were visited at 
vaiious dates, while the lecordmg of oial evidence occupied 
thirty-nine days 

7 This report is divided into thiee parts, Part I dealing with 

Board during the oiiginal enquiry into the 
Indian Steel Industry and also during the 
and Pait III containing annexures and 

appendices 

8 Our technical adviser, Mi Mathei, was associated with the 

. , 1 , . Boaid duiing the original enquiry into th© 

Acknowledgments Steel Industry and all during the 

filst supplementary enquiry Moreovei, in his capacity as Govern- 
ment Metallurgical Inspectoi at Jamshedpur he had special oppoi- 
tunities of acquainting himself with the difficulties with which 
the Indian Steel Industry has had to contend He was therefoie 
exceptionally well qualified to advise on the technical aspect of 
the enquiry and his experience of the Steel industry both in 
Europe and m India has been of the greatest assistance to us. 
By the courtesy of His Majesty’s War Office his services were 
placed at the disposal of the Board at an early stage of the enquiry 
and we have had the benefit of his co-operation throughout our 
investigation. It is obvious that in estimating both the present 
position of the industry and its futuie development a full appre- 
ciation of the technical aspects of the various processes of steel 
manufacture is essential Without Mr Mather’s technical advice 
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and liis skill in marshalling statistics connected with the Steel 
industry we should have found it difficult to carry through our 
investigations with the same degree of accuracy His services were 
not confined to assistance in the investigation ot the technical aspects 
of the problems before us In the examination of the figures upon 
which our conclusions are based, we have derived great help from 
his careful scrutiny and throughout the preparation and discussion 
of the diaft report and of the draft Tariff Schedule* in which our 
proposals are embodied we have had the benefit of his judgment 
and criticism. Though the entire responsibility for our proposals 
must rest with the Board, we are sure that the report has gained 
very considerably both in accuracy of statement and in consistency 
of treatment by the care and thoiouglmess with which he has sub- 
jected our proposals to examination 

A difficult and prolonged enquiiy of this nature must neces- 
sarily throw a heavy burden of work on the Secretary and his 
staff We desire to acknowledge the ability and efficiency which 
our Secretary Mr Glee has displayed in the performance of his 
duties, and the ready (o-opeiation which we have received fiom 
him at every stage of the enquiiy Our thanks are also due to the 
reporting and clerical staff foi their consistent good woik through- 
out the enquiry 

We wish to express our sense of obligation to those associa- 
tions, films and individuals who have fuimshed written state- 
ments of their views or tendeied evidence before us We are con- 
scious that the supplemental y information ^\hlch we have called 
for both from the Tata Iron and Steel Company and from the 
various State and Company lailways, has involved the expendi- 
ture of much time and labour on their part and we desire to 
acknowledge the courtesy with which oui lequests in this lespect 
ha^e invariably been met 


See Annexiire B 
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Results of the present ^scheme of protection. 

9 In our fiist report we based our recom- 
Recommendations m mendations on tlie principle that the need 
February^l924 ° protection IS measured by the difference 

between two prices, viz ., — 

(а) The price at which steel is likely to be imported into India 

from abroad. 

(б) The price at which the Indian manufacturer can sell at a 

reasonable profit 

The average price at which the Indian manufacturer would obtain 
a fair return on his capital was estimated at Rs 180 a ton; of 
j this sum Rs 122 63 per ton represented the works cost of steel 
[ manufacture and the balaiue, Rs 57 37 pei ton, overhead chaiges 
end manufacturer’s profit On an examination of the probable 
course of selling prices it was recommended that the following 
specific duties should be imposed — 

Rs per ton 


Steel — 

Stiuctuial shapes, t e , beams, angles, channels, etc 30 

Ship, tank and bridge plates 30 

'Common merchant bars and rods 40 

Heavy and medium rails and fishplates 14 

Light rails and fishplates (under 30 lbs ) 40 

Black sheets , 30 

Galvanized sheets, plain oi corrugated 46 

Wrought non — 

Angles, channels and tees 20 

Common bais . . 36 


Besides these duties, the grant of bounties on the manufacture of 
medium and heavy rails and fishplates was also recommended 
according to the following scale : — 

Rs per ton 

1924-26 . . . 32 

1926-26 . . .26 

1926-27 . 20 

The period during which the measure of protection proposed was 
to remain effective was limited to three years, because of the 
uncertainty of the course of future prices, and also of the pro- 
bability of a decided fall in the cost of production. We suggested 
that a fresh enquiry would be necessary in 1926-27 and that, in 
the meantime, if the price of imported steel fell so as to make 

( 7 ) 
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the duties no longer adequate, supplementary or off-setting duties 
should be imposed, and that the Government of India should take 
powers by legislation to impose such duties. Our proposals were 
accepted by the Government of India and embodied m the Steel 
Industry (Protection) Act of 1924. 

10. Meanwhile the continued depression in the Steel industry 
Recommendations m the m European countries as well as the depre- 
Tariff Board’s report of ciation of the Continental exchanges and 
October 1924 rise in the rupee above the Is. 4d. level 

on which we had based our proposals, resulted in a large declme 
in the price of imported steel and it became clear that the scheme 
was not affording adequate protection A representation to this 
effect was submitted to the Government of India by the Tata Iron 
and Steel Company and the request was made that under 
section 3 { 4 ) of the Indian Tariff Act, 1894 (as amended by the 
Steel Industry (Protection) Act, 1924) further duties should be 
imposed. This application was referred to the Tariff Board for 
enquiry in the Resolution of the Government of India in the Com- 
merce Department No. 260-T (15), dated the 8th October, 1924, 
and the Board was directed to consider . — 

(1) To what extent, if any, and in respect of what articles or 

class or description of articles, the duty should be 
increased, 

(2) Whether the duty should be increased generally or in 

respect of such articles when imported from or manu- 
factured in any country or countries specified. 

The enquiry was therefore limited to the question of off-setting 
duties On the 8th Novembei, 1924, we submitted our repoit 
recommending the following enhancements of duty — 




Original 

duty 

Proposed 

duty 

Steelr^ 

Rs 

per ton 

Rs per ton 

Structural shapes 


30 

66 

Ship, tank and bridge plates 


30 

65 

Common merchant bars and rods 


40 

75 

Light rails and fishplates 


40 

76 

Black sheets 


30 

52 

Galvanized sheets 


45 

78 

Rails and fishplates — medium and heavy 

14 

30 

Wrought iron — 


‘ 


Bars 

. 

35 

65 

Structural sections 


20 

50 


After consideiing our report, the Government of India in their 
Resolution No. 260-T. (15), dated the 27th November,^ 1924, 
accepted our estimate of the amount of additional protection re- 
quired, but expressed the opinion that, in place of the off-setting 
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duties proposed, bounties not exceeding Rs. 50 lakhs in the aggre- 
gate should be given to the industry for one year from the Ist 
October, 1924, to the 30th September, 1926 Accordingly, with 
the sanction of the Legislative Assembly, bounties at the rate of 
Rs. 20 per ton on 70 per cent of the weight of the steel ingots 
produced, subject to a maximum of Rs 50 lakhs, were paid during 
this period 

Recommendations in 18th June, 1925, the Board 

Tariff Board s report of t i 

1925 was again directed to consider — 

(1) Whether in view of the conditions of the industry and 

of the probable level of prices of steel articles, the 
protection afforded by the Steel Industry (Protection) 
Act to the manufacture of the articles enumerated therein 
should be supplemented beyond the 30th September, 
1925. 

(2) If so, for which of those articles further assistance is re- 

quired and in what form and for what period it should 
be given 

In oui repoit dated the 2nd Septembei, 1925, we recommended that 
further assistance should be given for the period ending the 31st 
Maich, 1927, and that m the covse of the rolled steel industrv it 
should be given in the form of a bounty at the rate of Rs. 18 per 
ton on 70 per cent of the ingot production, subject to a maximum 
of Rs 90 lakhs The Government of India, while accepting the 
f nding that further assistance was required, reduced the rate from 
Rs 18 per ton to Rs 12 pei ton and the maximum amount of 
assistance from Rs 90 lakhs to Rs 60 lakhs The Government of 
India's proposals were agreed to by the Legislative Assembly on 
the 16th September, 1925 

12 We do not propose in this Chapter to consider in detail the 
Circumstances which Circumstances which led to the variations lU 
made supplementary pro- the amount of protection originally accorded 
tection necessary fo the lolled steel industry They have 

been set forth at length in our previous reports and have been 
fully considered by the Government of India in determinii^ ihe 
measure of supplementary protection required It will be sufficient 
for the purpose of our review if we briefly indicate the main causes 
of the decline in steel prices in India Foremost was the great 
expansion of steel producing capacity in all countries which occurred 
during and immediately after the war Productive capacity fai 
exceeded consumption Prices fell, and in order to maintain an 
economic production, many firms found it necessary to endeavour 
to retain their export market by selling at prices which, even if 
they covered the works cost, left little or no margin for profit 
or overhead charges The position was aggravated by the depre- 
ciation of the Continental exchanges which, by intensifying com- 
petition, resulted in still lower prices The Indian market was 
also affected by the rise in the rupee e?:change, which temporarily 
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decreased the ability of Indian manufacturers to compete with 
imported steel, while in anticipation of the imposition of a pro- 
tective tariff very large amounts of steel were imported which later 
could not be disposed of except at reduced prices 

13 Meanwhile in the Indian industry the operation of the more 
modern machinery installed at Jamshedpur 
m the l».l lew year, has reaalled m oon- 
siderably increased production and in a 
lower level of costs The Tata Iron and Steel Company has thereby 
been able, with the additional assistance received from Governmeni , 
to maintain and even improve its position in the face of very 
severe foreign competition The construction of that part of the 
works known as the Greater Extensions was almost completed when 
we held our first enquiry The manufacture of steel by the Duplex 
process commenced in March, 1924, and the new rail mill, the 
nierchant mill and the sheet mill, were brought into operation 
within the next six months The piodiiction of finished steel 
increased from 162,282 tons in 1923-24 to 247,982 tons in 1924-25, 
and to 319,957 tons in 1925-26, while our estimate for 1926-27 is 
380,000 tons 

^ ^ , 14 In the same period there has been a 

co^s large reduction m works costs as is shown 

bv the following table • 


Table T 


— 

1 ^>4 

1024 ?5 

1 025 *'6 

4vgn«t 1026 


per t'>u 

P " r ton 

Rs per ton 

Rs p(‘»’ ton 

Pig iron 

*>6 28 

82 78 

28 48 

25 21 

Steel ingots . 

71 02 

65 1 

57 29 

51 27 

Rail and structural mills 

120 98 

111 44 

101 58 

85 1 

Bar mills 

182 55 

181*82 

111*14 

105 9 

Plates 

142 j 

145 8 

124 8 

103 3 


An examination of the cost sheets in detail shows a progressive 
1 eduction in the cost of finished steel in all the new mills Pro- 
gress in the sheet mills, however, has fallen short of anticipation 
Whereas during our first enquiry (Statement LXIII)*, the Com- 
pany estimated that when the Greater Extensions were completed 
and in operation, the cost of black sheet would be Rs 149 per ton 
and of galvanized sheets Rs 194 per ton, the average for the first 
five months of 1926-27 was Rs 170 per ton for black sheets and 
Rs 282 per ton for corrugated galvanized sheets. 

* Page 184, Vol I of the evidence recorded during the Board’s first 
enquiry into the Steel industry 
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15 Apart from the operation of the new mills, the main factors 
, the reduction of costs have been the lower 
ingots ^ price of coal and the improved practice at 

the coke ovens, blast furnaces and open 
hearth furnaces This improved practice accounted for most of 
the reduction of Rs 20 per ton in the cost of steel ingots between 
1923-24 and August 1926 The drag ovens and Evence-Coppee 
coke ovens have been closed as obsolete and inefficient, while closer 
inspection at the collieiies has resulted in some improvement in 
+he quality of coking coal During our first enquiry the maxi- 
mum output of the five blast furnaces was estimated at 600,000 
tons of pig iron Better results have since been obtained by 
changes in the proportions of materials used, bv blowing more 
wind, and by using limestone as a flux instead of dolomite Witk 
four furnaces only in operation, 53,000 tons of piur iron have been 
produced in one month, and it is now estimated that from five 
furnaces the annual output will be at least 800,000 tons In the 
open hearth furnaces the proportion of steel sciap to pig iron has 
been increased, while the construction of a new calcining plant 
has made it possible to obtain a purer lime for use as a flux 
These impro're^ methods have resulted in greater output and 
1 educed costs 


16 While the operation of the new mills has enabled the 
Comoanv to face competition from imported 
with greater success, it has unfor- 
tunately not proved possible to effect anv 
improvement in the cost of rolling in the old mills The total 
works costs of the products of these mills are as follows — 


Table II 


— 

192S 24 

1924-25 

1925-26 

August 1926 


Rs per ton 

R*:! per ton 

Rs per ton. 

Rs per ton 

Old rail and “Structural mill 

120 9*1 


112-99 

109 

Old bar mills . 

132 r>5 

123 27 

125 19 

125 


Steel ingots are now produced at a covst of Rs 20 per ton less than 
in 1923-24 it will thus be seen that excluding the cost of material, 
the cost of rolling finished steel at the old mills is substantially 
higher than in 1923-24, and it is clear that their continuance in 
operation must in future prove a source of weakness to the Company. 

17 In its application for the continuance of protection the Tata 
Iron and Steel Company has stated that the 
assistance afforded to the industry has 
fallen short of the amount intended by 
Government and the Legislature by about one crore of rupees 
The Company has explained that it does not desire to make any 


Allegation that protec- 
tion has been insufficient 
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criticism or base any claim on this account But it appears to 
us important that, in a survey of the financial results of the period 
under review, a statement which alleges so serious a failure of 
the scheme of protection should be carefully examined We do 
not propose to discuss the question of Government’s intention as 
regards the scheme at protection, oi to consider whether Govern- 
ment contemplated any definite amount as a reasonable profit over 
a period of three vears But, inasmuch as the Company’s argu- 
ment IS based throughout on the estimate in our first report of the 
profit considered reasonable for the Steel industry, we consider that 
a detailed examination of the figures is desirable We propose to 
confine our attention to the recommendations contained in our 
first report since all subsequent enquiries were supplementary 
thereto. 

18 In the course of our fiist enquiry, we found that Rs 180 
Amount of protection as represented a fair selling price for 

contemplated in the first the Indian manufacturer of rolled steel 
Of this sum Rs 67 37 per ton constituted 
the overhead charges and manufacturer’s profit while the balance 
(Rs. 122 63) was on account of works costs It is, therefore, 
claimed that on our proposals, the fair surplus over works costs 
should be as follows: — 


Table III 



Output 

Surplus over 
works costs 

Total surplus 
over works 
costs. 


Tons 

Rs per ton 

Rs lakhs 

1924.25 

247,9^^2 

67 37 

142-26 

1926.20 . 

319,957 

67 37 

183 68 

1926-27 

360,000* 

67 37 

206-62 

Total 

• 


632*36 


The surplus shown by the Company for 1924-25 and 1925-26 
together with the estimated surplus for 1926-27 (Supplementary 
Statement No 6) amounts to Rs 418 88 lakhs On these figures 
it would appear that the actual protection received fell short o< 
our recommendation by Rs 113 48 lakhs 

19 The matter is, however, not so simple as this. The pro- 
tective duties came into force only from the 
1^24, though the rail boun- 
ties were paid from the 1st April of that 

• ^stipaated by the Tat^ Iro^ and Steel Company, 
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year Thus, excluding lails, about one-sixth* of the finished stee 
made in 1924-25 did not receive the benefit of the protective scheme 
The output of steel in 1924-25 with which we are concerned, was 
therefore, about 225,800 tons In 1925-26, the total productioi 
amounted to 319,957 tons For 1926-27 the Company estimatei 
an outturn of 360,000 tons This estimate, however, was framec 
early in the year, and the figures which we have received for th( 
later months indicate that a higher level of production will b( 
attained We have accordingly raised the Company’s estimate t( 
380,000 tons The surplus on the manufacture of steel during th^ 
first protective period calculated at Rs. 57 37 per ton should 
therefore, be as follows: — 


Table IV. 



1 

1 

1 

1 Output 

Surplus over 
works costs 

Total surplus 
over works 
cost? 




Tons 

Rs per ton 

Rs lakhs 

1924-26 . 

. 

226,800 

67 37 

129 64 

1026-26 

. 

319,967 

67 37 

183 68 

1926-27 . 

• 

380,000 

67 37 

218 01 


Total 


i 

531 13 


20 The Company estimates that the ^surplus in the three yean 

Estimate of surplus 1924-25 to 1926-27 Will be Rs 418 88 lakbs 
According to our estimate, however, tht 
figures are somewhat different The scheme of protection wat 
in force for only nine and a half months in 1924-25 and the pro- 
duction during this period was 225,800 tons against the figure oi 
247,982 tons taken in the Company’s estimate A consequential 
reduction of Rs 6 28 lakhst has to be made in the surplus for thai 
year (Rs 114 48 lakhs), leaving the total at Rs 108 2 lakhs Th( 
surplus realized in 1925-26 was Rs 137 11 lakhs The Companj 
estimates that the surplus in 1926-27 will be Rs 167 2 lakhs. Bui 
this estimate framed at an early stage of our enquiry has taker 
account neither of the probable increase in the output of stea 
nor of the reduction in works costs as indicated in the Augusi 
figures which, we consider, afford a more reliable indication oJ 
the probable average costs of the year than the earlier figurei 
taken by the Company We also think that the average pricei 
at which the Company has effected sales in the first five monthi 
of 1926-27 are a safer basis on which to calculate the year’s probabb 


^ Allowance is made for the lower production in the hot weather months 
t This reduction is calculated only on the output of steel other than rails 
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surplus than the Company’s estimate of prices. Our estimates of 
the surplus for the year 1926-27 are shown in the following 
table: — 

Table V. 


— 

Works 

cost 

Average 

selling 

price 

Margin 

1 Bail 
bounty 

Ingot 

bounty 

Total 

Produc- 

tion 

Total 

surplus 


Es 

per ton 

Es 

pel ton 

Ks 

per ton 

pei ton 

1 

Bs 

per ton 

Bs 

per ion 

Tons 

Bs 

lakhs 

Heavy rails 

79 58 

120 

40 42 

1 20 

12 61 

73 01 

141,000 

105 16 

Heavy etructurals 

108 7S 

134 

25 22 


12 61 

37 83 

3f’,000 

13 62 

Bar mill products 

05 9 

138 

32 1 

1 09 

12 61 

45 8 

91,200 

41 70 

Plates 

103 35 

140 

36 65 


12 61 

49 26 

19,800 

9 75 

Black sheets 

161 12 

159 

-5 12 ^ 


12 61 

7 49 

6,000 

45 

Galvanized sheets 

258 5 

280 

22 5 


12 61 

35 11 

12,000 

4 21 

Tinbar 

714 

83 

11 6 



116 

51,000 

5 92 

20,000 tons ad- 
ditional produc- 
tion * 

100 9 

1 

i 

135 i 

34 3 


12 61 i 

1 

46 9 

20.000 

9 38 

Totat. 

1 

1 

i 

... 

1 


380,000 

190 25 


Thus the total surplus for the protective peiiod will probably be as 
follows ; — 

Surplus 
Rs lakhs 


1924-25 . . 108 20 

1926-26 . . .137 11 

1926-27 .... 190 25 


Total 435 66 


We have estimated the surplus which might leasonably have been 
expected on our first recommendations at Rs 531 13 lakhs and it 
would appear therefore that the surplus actually received will fall 
short of this amount by Rs 95 57 lakhs 

21. This may be considered a substantial departuie from oui 
expectations and is an apparent justifica- 
account Company’s contention that it has 

^ received approximately a crore less than the 

assistance originally contemplated But it must be remembered 
that protection was never recommended on the manufacture of 
tinbar. When our first enquiry was held, the Steel Company was 
under an agreement to sell its tinbar to the Tinplate Company 

* Tinbar is not taken into account m the calculation of the surplus on this 
additional production. 
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of India at a price which would not be affected by the imposition 
of duties. The matter is discussed in paragraph 39 on page 127 
of our First Report regarding the giant of protection to the Steel 
industry where we remarked nothing short of a bounty from 
general revenues in the case of sheet bars would really remedy the 
situation that has arisen, but we do not consider that this is a case in 
which a mistake made by the Company can be rectified at the ex- 
pense of the taxpayer It is therefore reasonable, in any consi- 
deration of the effectiveness of the duties and bounties, to exdlude 
tinbar from the calculation of both the expected surplus and the 
realised surplus The total production of tinbar between the 13th 
June, 1924, and the 31st March, 1927, will probably be about 
116,000 tons The omission of this amount from the calculations 
reduces the estimated surplus for the period by Rs 66 55 lakhs 
and the probable realized surplus by Rs 17 97 lakhs The appa- 
rent discrepancy of Rs 95 57 lakhs is thus reduced by Rs 48 58 
lakhs to Rs 46 99 lakhs 

22 Nor can we omit from our consideration the fact that, 
although the production of steel has fallen 
./.ST™ short of that on which we based our calcula- 

tions of the surplus to be earned on steel, the 
production of pig iron available for sale has been correspondingly 
higher Whereas we estimated* that the annual surplus of pig 
iron available for sale would be 40,000 tons, the amount in 1924-25 
and 1925-26, together with the estimated amount in 1926-27, totals 
nearly 450,000 tons Excluding production for the first two and 
a half months of 1924-25, when the scheme of protection was not 
in force, our original estimate would give an outturn of about 
113,300 tons for the period of protection against a probable actual 
figure of 411,000 tons Taking an average profit of Rs 20 per ton, 
which was the figure assumed in our First Report, the profit which 
might reasonably have been expected during the period of protec- 
tion would be Rs 22 66 lakhs, to which Rs 9 38 lakhs must be 
added for overhead charges The actual surplus for the same period 
according to our present estimate is about Rs 63 lakhs 
„ , 23. We may now summarize our conclu- 

Summary of results 

Table VI 



All steel 
Tinbar 

Protected &te?l . 

Pig iron 

Pig iron and protected 
.teel 


Production 

Tons 


Anticipated 

surplus 

R<^ lakhs 


Realized 

surplus 

Rs lakhs. 


Difference. 

Rs lakhs. 


925 767 631 13 436 66 95 57 deffoienoy. 

116,000 66 66 17 97 48 58 


809,767 461 68 417 59 46 99 



tf 

excess 

deficiency. 


♦ P^iragraph 79, page 46 of our first report. 
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24 It appears, therefore, that the actual surplus during the 
. , i, . . period of protection will fall short of the 

grant^^^^ ^ amount which might reasonably have been 

expected (Rs 496 58 lakhs) by Rs 16 lakhs 
only, and that, on the whole, the position of the Company at the end 
of the period of protection will not differ materially from that ori-j 
ginally contemplated by the Board It is true that the Company 
has been as yet unable to pay any substantial dividends on its share 
capital, but the scheme was so framed as to provide for the payment 
of full dividends only when the production of finished steel approach- 
ed 400,000 tons, which was not expected to occur until 1926-27 It 
must also be remembered that the last three years have witnessed 
the greatest depression which has been experienced in the Steel 
industry for many years, and that, even m countries where steel 
manufacture is an old established industry, few manufacturers have 
been able to show a profit, while many have incurred heavy losses. 
In the United States of America, conditions for all industries have 
been far more favourable than in Europe But, although in 1925-26 
the output of steel ingots exceeded all previous records, profits were 
on a scale much below that prevailing in other industries Out of 
twenty seven companies only fourteen were able to pay a dividend 
on their ordinary stock and the total profit earned by all companies 
amounted only to 4 51 per cent * on the capital invested When 
old established companies in Europe with the advantages derived 
from substantial reserves and with a trained labour force are unable 
to avoid loss, we do not think that the comparatively newly estab- 
lished industry in India could hope to obtain profits such as might 
accrue in more normal times In introducing the Steel Industry 
(Protection) Act on the 27th May, 1924, the Hon’ble the Commerce 
Member remarked ‘‘ The general principle was, of course, clear, it 
was that the protection afforded should be the minimum required to 
tide the industry over this transitional period ” The Tata Iron and 
Steel Company has received during the last three years assistance 
sufficient to enable it to meet the works costs and interest on deben- 
ture and loan charges, to pay full dividends on its first preference 
shares and a partial dividend on its second preference shares and to 
set aside a substantial sum for depreciation That the protection 
actually received by the Company has enabled it to survive a most 
difficult transitional period not merely without losses but in a state 
of improved and growing efficiency cannot, we think, be questioned 

26. In spite of the imposition of protective duties, the prices of 
^ , steel in India never approached the anticipat- 

P”*"® per ton, and have been 

for the greater part of the period considerably 
below those prevailing immediately before the protective scheme 
came into force An examination of the import figures for protect- 
ed steel and of the output figures of Indian steel shows that the 
consumption in India has increased in the last three years These 
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two facts leave no room for doubt that the protective duties have 
not imposed an undue burden on the consumer 

26. We are now in a position to summarize our conclusions 

Summary of conclusions ’’egarding the working of the scheme of die- 
criminating protection. We nnd that the 
Tata Iron and Steel Company has made considerable progress. Im- 
proved methods have been introduced in the blast furnace and in 
the open hearth departments, which, combined with the working of 
the Greater Extensions, have lesulted in more economic produc- 
tion But progress in the sheet mills has been slow and greater 
experience has to be acquired before either black or galvanized 
sheets can be produced at a reasonable cost On the other band, 
the old mills, viz , the old rail and structural mill and the old 
bar mills can no longer compete with more modern machinery 
and their continued operation is a source of weakness to tlie 
Company We find also that the difficulties of the Tata Iron and 
Steel Company have been fully considered, and that, during a 
period of seveie depression in the steel trade, the position of the 
Company has been carefully safeguarded and the protection so ad- 
justed as to enable the mdustiy to make considerable progress 
Einally, the decline m steel prices and the expansion of the market 
indicate that the protective duties have not proved burdensome, 
that the trade of the country has not suffered, and that no serious 
hardship has been caused to the pui chaser of steel or to the general 
public 
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Estimate of future works costs. 

27. In estimating the amount of protection required by the 

^ „ Indian Steel industry, the first matter to 

which we must direct our attention is the 
question of works costs, by which we mean 
the cost of the labour employed and of the power and material 
used in the manufacture of steel, together with the expenditure 
on the salaries of the supervising staff 

28. When the first enquiry into the Steel industry was held in 

1923-24, ]t was anticipated that, by the year 
Effect of the woi king of 1926-27, the effect of the working of the 

tho works costs lireater JLxtensions would have manifested 

itself to a considerable extent in the works 
costs of the whole plant As has already been stated in the 
previous Chapter, substantial pi ogress has been made in the reduc- 
tion of the cost of manufacture and the question naturally arises 
whether it is not possible to accept as the future works costs the 
actuals of the latest cost sheets which we have received up to the 
time of the drafting of this leport The effect of the more modern 
machinery has however not yet been fully realized The decline in 
the cost of manufacture still continues Excluding the economy 
effected as a lesult of the fall in the price of coal, which we regard 
as a temporary factor, the costs for August, 1926, show a fall of 
Ks 9*5 a ton as compared with those of 1925-26 and we believe that 
this fall will continue, though ai a somewhat slowei pace. From 
this point of view it is perhaps unfortunate that our enquiry could 
not be conducted at a latei date, when the fall effect of the woikiiig 
of the Greater Extensions w^oiild have been moie apparent But 
apart from this, it would still have been necessary to frame an esti- 
mate of future works costs differing largely from the latest actuals 
We have already indicated that the old mills and plant are now 
obsolete and that, in consequence, the Steel Company is placed at a 
considerable disadvantage as (ompaied with its competitoiwS fiom 
abroad It is now proposed to modernize the works by replacing 
the obsolete portions and adding such additional machinery as is 
itecessary to enable the plant to operate as a well balanced whole, 
the necessary expenditure being met from the sums set apart for de- 
preciation 

29 The additions which it is proposed to make are fully set forth 
The proposed additions f ^nd B attached to the Tata Iron 

and extensions to the and Steel Company's application to the 
works Tariff Board dated the 7th May, 1926 It 

will be sufficient for our purpose to refer to the main features of 
the scheme, and to indicate the deficiencies in the present plant 
which are to be made good The Tata Iron and Steel Company's 
works as they stand at present are not properly inter-related. The 

( 18 ) 
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coke ovens cannot turn out sufficient coke for the manufacture of pig 
iron if all the blast furnaces are in full operation. The steel 
furnaces cannot absorb all the pig iron which can be made, nor can 
they produce enough steel to keep the rolling mills fully occupied. 
It IS thus necessary to provide additional coke ovens and steel fur- 
naces in order to enable the blast furnaces and rolling mills to be 
worked at their full capacity. A fourth battery of Wilputte coke 
ovens will therefore be erected, and the output of steel ingots will 
be raised by the installation of a third tilting furnace and by re- 
building and enlarging the four oldest open hearth furnaces. Addi- 
tional soaking pits and reheating furnaces will also be necessary. 
To enable the Company to close down the uneconomic portions of 
the plant, a roughing stand and finishing department must be added 
to the new 28-inch mill so that the structural sections now rolled 
on the old mills can in future be i oiled on that mill. The present 
gas producers in the open hearth department will be replaced by 
new mechanical pioducers which will ensure greater economy in the 
consumption of coal. More sheet mills will be installed, and addi- 
tions will also be made to the power station plant and to various 
auxiliary departments. The Company also proposes to intioduce 
equipment for economising fuel, to prepare some of the refractory 
materials required in the woiks and to instal a benzol recovery 
plant which should inciease the receipts fiom by-products. 

30. As a result of these alterations and extensions, it is expected 
that the annual output of finished steel will 
inci eased tiom a little over 400,000 tons 

Boards estimate 

this IS a highly desirable and indeed necessary development without 
which we should have found it difiicult to foiesee a time when the 
Company might leasonably be expected to dispense with protection, 
Accoidmg to the Company’s piogramme, this scheme of develop- 
ment will not be completed until 1931-32 and the full output will 
not be reached until 1933-34 By that year theie should be a 
(onsiderable deciease m the woiks costs both on account of 
the increase in output and of the geneial economies efiected. It is 
iinpossible, therefoie, to base a scheme of protection on the works 
costs as shown in the latest cost sheets. It is equally impos- 
sible to take the estimated costs for 1933-34 for that purpose, 
since a scheme of piotectioii so determined would be inadequate 
in the earlier years and it is therefore necessary to take some 
intermediate figuie as repiesenting the average works costs. But 
before we can arrive at any such figure, it is necessary to determine 
the period to be covered by our estimate. If the period is too 
short, the average works costs will be higher and therefore the 
amount of protection greater than would otherwise be the case. If 
it is too long, the amount of protection will be too low in the initial 
years, and possibly excessive towards the end of the period. We 
think the most suitable period to adopt is seven years, since by 1933- 
34 the full output, which is expected from the new scheme ofi 
development, should be attained. Further, in paragraphs 21 and 22 
of its application to the Tariff Board, the Tata Iron and Steel Com- 
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pany lias stated its belief that by 1933-34 the Steel industry may be 
able to stand without special protection, and although we do not 
commit ourselves to agieement with this opinion, it appears un- 
necessary, in view ol the Company's statement, to postpone an 
enquiry into the industiy to any later date. I'mally, we think that 
a scheme ot protection based on the average works dbsts, overhead 
charges and manuiactuier's pioht over a seven year period would 
not result in the giant of inadequate piotection in the early years 
and assistance beyond the needs of the industry towards the end of 
the period. We have therefoie decided to base our estimates 
throughout on a seven year period. 

31. No estimate of future costs can be made except on certain 

. , , assumptions. The two largest items in the 

labour, etc manufacturing steel in India are 

laboui and coal. We can make no definite I 
prediction as to the future course of Indian wages and must assume 
in our estimates that there will be no substantial change. The 
pnce of coal has fallen from about Its 8 per ton, delivered at 
Jamshedpur, in 1925-2(1, to Ks. 7 m the cuiient year. The Com- 
pany has based its estimates on prices of Ks. 8 per ton in 1927-28 
and Ks. 9 per ton in subsequent years. While we do not attempt 
to forecast the future couise of coal puces, we have received no 
evidence or information to indicate any considerable rise in the 
immediate future, and we base oui estimates on an average price 
of Ks. 8 per ton delivered at Jamshedpur. Other factors in the 
costs which may be liable to variation are railway freights, the 
prices received lor by-products, the prices of mineials other than 
coal, and the cost of miscellaneous stoies and supplies. We see no 
reason to anticipate that all these factors will vary simultaneously 
in a manner adverse to the Steel Company or that the nett variations 
i^ould have any appreciable eltect on our estimates of the final works 
costs. t 

32. The Tata Iron and Steel Company has furnished us with 

estimates of its future costs of production. 

Method of estimating however, that these estimates have 

uture cos s taken account of all probable savings, as 

indeed was admitted by the Company's representatives in the course 
of their examination. It is therefore necessary to consider in detail 
the economies which can be effected during the protective period. 
This can be done in two ways ; either by estimating the figures of the 
cost per ton in each department, which is the method adopted by 
the Tata Iron and Steel Company in maintaining its monthly 
cost sheets, or by considering the total expenditure under the 
mam heads and framing an estimate of the final sum which, we 
think, might reasonably be spent under each of these heads during 
the last year of the seven year period. The latter method has 
the advantage of indicating clearly the directions in which eco- 
nomies can be effected and we have decided to adopt it. As the 
monthly cost sheets of the Steel Company do not show the total 
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our starting point the classified expenditure of the last complete 
year 1925-26. The total expenditure for this year is then con- 
sidered under four main heads and the total saving possible under 
each head during the period of protection is determined. Thus 
the total expenditure in 1933-34 is obtained, and this figure divided 
by the estimated output of finished steel gives the works cost per 
ton in that year. In determining the average works costs over 
the whole seven year period, we have taken the arithmetic 
mean between the costs for August, 1926, and our estimate of 
the costs for 1933-34.* We have considered whether it would be 
preferable to estimate the probable costs at the end of the current 
year and base our average on the mean between such costs and our 
estimate for the final year of the protective period. But on this 
method both figures between which the average cost for the period 
would be determined would be estimates only. Our figure for 
1933-34 is necessarily an estimate and it appears to us that we 
should be on firmer ground if we take as our first figure for the 
period the latest actual costs which are available. 

The four heads of ex- 33. The four heads referred to in the 
penditure previous paragraph are — 

(а) Labour, 

(б) Miscellaneous stores and supplies, 

(c) Coal, and 

{d) Ores and fluxes. 

Reductions in the costs per ton are possible under all these heads 
and will be largely facilitated by the increase in the output of steel 
and by closing down those parts of the plant which have become 
obsolete and therefore uneconomic Fuither, as regards certain 
classes of finished steel which the Company has only recently com- 
menced to produce, such as black sheets, galvanized sheets and 
sleepers, longer experience in manufacture should result in greater 
economy and better practice. 

34. Before dealing wath the main aspects of the question, we wish 
to emphasize the importance of closing down 
partrof^the^knt^ earliest possible date those parts of the 

old plant which have admittedly become 
obsolete and inefficient These are the old blooming mill, the old 
28-inch mill and the old bar mills. According to olir calculations, 
which have not been disputed by the Steel Company, it costs nearly 
Rs. 20 lakhs a year more — for works costs only— to produce the 
articles rolled on these mills than it would if it were possible to roll 
the same products on the new mills Steam instead of electricity 
is used as the motive power in the old mills and greater expenditure 
is thereby incurred. Additional coal is also required for reheating 
the blooms and billets before they enter the old 28-inch mill and 
the bar mill, and as considerably more manual labour is required 
by the old plant the labour charges are correspondingly high. 

* In two cases, vtz,^ structural sections and sleepers, the average works costs 
are determined in a different manner as explained in paragraph 60 . 
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In all these directions the closing of these mills would resul 
m economy. The principal kinds of finished steel manufactured ii 
the old mills are structural sections, certain small bars, light rail 
and fishplates. The Tata Iron and Steel Company contends that it 
new mills are not at present in a position to roll these sections, an( 
that if it did not roll them it would lose its business connection 
with engineering firms and bazar buyers. In these circumstance 
there is perhaps some justification for the use of these mills until the^ 
can be dispensed with by the development of the new mills, and W( 
have thought it necessary, therefore, to make some allowance fo 
the additional expenditure which must be incurred in the initia 
years of the period. 

35. The works costs must largely depend upon the output of steel 

^ ^ . « . , ^ , In our investigation of the economies whicl 

^ may be reasonably expected in the manuiac 

ture of steel, we are concerned with three distinct stages, vtz,, th< 
year 1925-26, the month of August, 1926, and the final year 1933 
34. In 1925-26, the output of finished steel was 320,000 tons an( 
that of surplus pig iron 123,000 tons. In the month of August 
1926, the output of finished steel was 32,300 tons and of suiplui 
pig iron 4,900 tons, this being equivalent to about 387,000 torn 
of steel and 59,000 tons of surplus pig iron for one year. The Com 
pany’s original estimate for 1933-34 was 560,000 tons of finishec 
steel. We pointed out that this was an under-estimate and th< 
Company then agreed that our estimate of 600,000 tons might b< 
accepted. We shall accordingly adopt this figuie as representing 
the final output 

36. In our first report we remarked “ The labour cost per ton Oj 

« , . finished steel at Jamshedpur is ungues 

tionably higher than the corresponding cos 
in western countries. This is due not only to the higher wages paic 
to the skilled labour imported from abroad, but also to the mud 
larger number of unskilled and semi-skilled labourers employed, s< 
that the total wages per ton come out higher So far as importec 
labour is concerned, good progress has been made The number o 
covenanted men has been reduced fiom 229 in September, 1924 
when the covenanted staff was at its maximum, to 161 in June, 1926 
and the saving on this account may be placed at about Rs. 3 lakh 
annually. The Company has consistently followed the policy o 
replacing European by Indian labour whenever possible. But a 
regards semi-skilled and in particular unskilled labour, the Compan; 
has made little progress in reducing the number to a more reasonable 
figure. We have thought it desirable, therefore, to deal with th 
siibject of labour costs in some detail. 

37. The total number of men employed in 1925-26 was 26,290 

of whom 16,393 were in the productive am 
Comparison with the 9 897 in the non-productive departments. 

Company. total expenditure of the Company a 

Jamshedpur in connection with labou 


* See Supplementary Statement No. 69, also Statements 71 to 84. 
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was nearly Rs. 165 lakhs in 1925-26;^ this includes salaries, 
wages, and bonuses and the accident, leave, provident and contingent 
funds. We consider the number of men employed to be unduly high 
and in our estimates we must presume a substantial reductiont 
Our view is supported by a comparison of the Steel Company's 
figures for the manufacture of coke and pig iron with the cor- 
lesponding figures of the Indian Iron and Steel Company which 
also manufactures these products. The latter company’s plant 
near Asansol consists of two batteries of modern coke ovens and 
two blast furnaces. The Tata Iron and Steel Company had in 
operation in 1925-26 one old battery of Koppers and three modern 
batteries of Wilputte coke ovens and four blast furnaces, two of 
which are old and two of which are new At our request the Indian 
Iron and Steel Company prepared statements on the same lines as 
those submitted by the Tata Iron and Steel Company. The follow- 
ing table gives the comparative figures. — 


Table VII. 


— 

Indian Iron and 
Steel Company. 

Tata Iron and 
Steel Comptny. 

Coke Ovens 

Production . 

• 

293,000 tons 

694,000 tons 

Direct labour 

. 

S90 men 

1,776 men. 

Indirect labour . • 

• 

401 „ 

610 „ 


Total 

791 men. 

2,386 men 

Tonnage per man . 


370 

291 

Wages per head . 


Us 336 

Rs 324 

Ptg Iron 

Production . 

• 

265,000 tons 

602,000t tons 

Direct labour 


373 men 

2,016 men. 

Indirect labour 

• 

672 

923 „ 


Total 

945 men 

2,939 men 

Tonnage per man . 

• 

281 

205 

Wages per head . 

. 

Us. 339 

Us. 403 

Grand total of labour — Coal and pig iron 

1,736 men. 

5,325 men. 


* See Supplementary Statement No. 90, 

t We learnt at the hearing on the 27th September, 1926, that the manage- 
ment had already issued orders for a reduction of 10 per cent, m the total 
labour force in the course of the next year 

t This figure includes 29,000 tons which is taken as the pig iron equivalent 
of the ferro-manganese made in the blast furnaces during the year* 
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It will be observed that, whilst the total number of men employed 
by the Indian Iron and Steel Company for a production of 265,000 
tons of pig iron and of the necessary coke for this (j^uantity is 
1,736, the number employed by the Tata Iron and Sted Company 
for a production of 602,000 tons is 5,325 If the ratio of the total 
number of employees to the output of pig iron at Jamshedpur 
were the same as that at Asansol, the number of men required for 
this work by the Tata Iron and Steel Company would be about 
3,940 which is nearly 1,400 less than the number actually em- 
ployed. Part of the excess is explained by the fact that at 
Jamshedpur the Koppers ovens and two of the blast furnaces are 
comparatively old and require more manual labour than the more 
modern plant at Jamshedpur or that of the Indian Iron and Steel 
Company. For this reason the employment of some extra labour 
is inevitable, but not, in our opinion, to the extent shown by the 
figures. 

38. The actual situation, however, is more unfavourable to the 
Tata Iron and Steel Company than is 
Addition of “non-pro- revealed by Table VII. The figures of the 

SW Company are com- 
plete and embrace all employees at the woiks. 
The figures of the Tata Iron and Steel Company in the above 
table, on the other hand, are incomplete, in that they do not 
include any of the men (nearly 10,000) employed in departments 
which are other than productive The work of some of these 
men is connected with the manufacture of pig iron and coke. 
There are, for instance, 415 men* in the sulphuric acid and by- 
product plant at the coke ovens, most of whom should be added 
to the 5,325 men shown in the table above Including these men, 
we think, after a study of the remaining “ non-productive depart- 
ments, that a total of about 1,500 men should be allocated to 
coke and pig iron. The results may now be stated as follows : — 

Table VIII 

No of men 

Labour at ovens and furnaces . . . 5,325 

Allocation from non-productive depart- 
ments 1,500 


Total . 6,825 


Number in proportion to the Indian Iron 
and Steel Company’s figures . . 3,940 


Excess . 2,886 


See Supplementary Statement No. 69. 
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These figures show that the Tata Iron and Steel Company employs 
in the manufacture of coke and pig iron over 70 per cent, more 
men than it should by comparison with the Indian Iron and Steel 
Company. While we realise that, in present circumstances with 
its present equipment and plant, the Tata Iron and Steel Com- 
pany cannot be expected to show the same results in labour costs 
as the Indian Iron and Steel Company, we cannot overlook the 
fact that a substantial reduction is necessary. We should regard 
as unsatisfactory any result which fell short of a reduction of 
about 2,000 men — productive and non-productive — in these depart- 
ments before the end of the seven year period. 

39. When all the old mills, mz,, the blooming, old 28-inch and 

- bar mills, have been shut down there should 

* ^ be a saving of about 2,200 men (Statements 

76, 78 and 80). This should be accompanied by a further saving 
of about 650 men who are employed in the ^ non-productive ^ de- 
partments on work connected with these mills. The total reduc- 
tion will then amount to 2,850 

40. We are satisfied after carefully examining the number of 

„ , men employed, that the possible savings in 

law otlier parts of the works are not as 

great as at the coke ovens or the blast fur- 
naces and we cannot reasonably expect a much greater reduction 
than 1,500 men in the remaining departments, which is approxi- 
mately equivalent to 10 per cent of the present number The 
saving of labour in all departments including ^ non-productive * 
will thus be as follows : — 



No of men. 

Coke ovens and blast furnaces 

2,000 

Old mills 

. 2,860 

Other departments . 

. 1,500 


6,360 


The nett result is that the number of men finally necessary for 
working the existing plant on the present scale of operations 
should be reduced from 26,290 to not more than 20,000 men. 

41. The development programme involves an increased output of 
coke, pig iron and steel, and necessarily 
grwter'^tpr"”"* handling of larger quantities 

both of raw materials and of finished pro- 
ducts We have considered whether this factor mierht necessitate 
some increase in the quantity of labour. On the whole, we think 
that an increase of about 3,500 men will be an ample allowance for 
the new units and for the increase of output from the existing 
.units. 
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42. We are now in a position to ascertain the total number ol 

, , , ^ men required for the final production df 

Total labour required. gOO. 000 tons of finished steel;- 

No. of roon. 

Employed in 1925-26 .... 26,290 

Beauction 6,350 

19,940 

Increase for final output . . . 3,500 

Final Total . 23,440 

43. These figures indicate that, in spite of the laree increase in 

output, the number of men employed in 1933- 
Expenditure on labour 34 g^ould be about 11 per cent, less than in 
1925-26, Since the reduction in numbers must necessarily be made 
to a large extent in the lower paid classes of labour, it by no means 
follows that the total expenditure on labour will show a pro- 
portionate reduction. We do not think we could safely assume 
that the total wage bill for the manufacture of steel alone in the 
final year would be below that of 1925-26. As we have already seen, 
ihe inclusive expenditure on labour in 1925-26 was about Bs 165 
lakhs. From this should be deducted the cost of labour (a) in the 
town departments, which are expected to be self-supporting, (h) in 
the production of surplus pig iron and (c) on certain new construc- 
tion works on capital account A deduction of Bs. 16-6 lakhs 
has been made on this account, leaving the total cost of labour 
involved in the manufacture of steel at Jamshedpur in 1925-26 at 
Bs. 148*4 lakhs We regard this as sufficient provision for the 
labour necessary for the production of 600,000 tons of finished steel 
in 1933-34. We are conscious that on the figures given above an 
even larger reduction in labour costs might have been proposed, 
but we think that difficulties might arise in giving effect to any 
further readjustment of the labour force in a period during which 
new plant on an extensive scale is to be brought info operation. 
We have no doubt that the Steel Company so far as is compatible 
with smooth and efficient working, will take steps to counteract 
ony tendency towards overstaffing the various departments. 

44. The remainder of the Company's expenditure at Jamshedpur 
Expenditure on stores is in respect of materials and falls under 

and supplies the following three heads: — 

‘ (a) Stores and supplies, 

(b) Fuel, and 

(c) Ores, fluxes, and other minerals. 

For the purpose of our calculations the inward freights to 
Jamshedpur are included in the cost of the materials The 
gross expenditure on stores and supplies in 1925-26 was Bs. 8T-9 
lakhs^ of, which about Bs. 6*7 lakhs may be ascribed to surplus 

* See Supplementary Statement No. 90. ' ' 



ESTIMATE OF FUTURE WORKS COSTS. 


2r 


pig iron, capital construction, etc. The expenditure under this 
head on the manufacture of the steel made during the year was 
thus Rs. 81*2 lakhs. Having regard to (1) the fact that some of 
these stores appear in the 1925-26 accounts at prices higher than 
those now ruling, (2) the possible economies in the consumptio0 of 
some of the stores and (3) the future closing down of the old mills 
where the consumption of stores is disproportionately large, we 
consider that the total expenditure in 1933-34 required for the 
manufacture of steel should not exceed Rs. 124*0 lakhs, which is an 
all-round increase of over 50 per cent. 


45. The next item which requires consideration is coal. The 

. , Company’s actual expenditure* in 1925-26 

Expenditure on coal 128-1 lakhs, of which Ba. 16 4 lakhs 

may reasonably be allocated to surplus pig iron and Rs. 111-T lakhs 
to finished steel. The Company also spent Rs. 13 lakhs on fuel 
oil in 1925-26; we think that this item may safely be omitted from 
our estimates for 1933-34 We have impressed upon the Company 
the necessity of reducing its coal consumption per ton of steel. In 
an early estimate the Company proposed a reduction from its actual 
consumption of 4 09 tons in 1925-26 to a future consumption of 
3*14 tons per ton of finished steel after allowing for the surplus 
pig iron. While a consumption of less than 3 tons of coal should 
ultimately be sufficient, we do not consider that we should be 
lustified in insisting on a lower consumption than the 3 14 tons 
suggested by the Company within the seven year period We 
therefore allow 3 14 tons as the figure to which the Com- 
pany should bring down its consumption for the production of 
600,000 tons of finished steel. The total quantity thus required in 
1933-34 would be 1,884,000 tons, and as we have assumed the ave- 
lage pi ice of coal to be Rs 8 per ton for works, the total expendi- 
ture under this head will amount to Rs 150 7 lakhs As evidence 
that the Companv has begun to reduce its coal consumption, it may 
be noted here that the consumption m August, 1926, was 3 81 tons 
per ton of finished steel, which is already less than the average 
of 1925-26 by 0 28 ton 

46. The gross expenditure in 1925-26 on ores, fluxes and mis- 

cellaneous minerals (chiefly for furnace 
7 “ 8 lakh, of which 

we regard Rs 10 4 lakhs as due to the 

( iroduction of surplus pig iron, leaving a nett expenditure of Rs. 52 4 
akhs as necessary for the production of the steel in that year. 
According to our calculation of the quantities necessary per ton of 
steel in 1933-34, the expenditure on these materials in that year 
for an output of 600,000 tons of finished steel should not exceed 
Rs. 92 lakhs. 


* Supplementary Statement No 90 also contains an item of Rs. 8*69 kddw 
^for coke purchased or taken from stock. We have tinted this as taken Innn 
stock and have reduced the credits accordingly. 
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47. The preceding paragraphs show the actual expenditure on 
- . , , .the manufacture of steel in 1926-26 and our 

gross^ex^dituw^****** estimates for 1933-34. These figures, how- 
ever, do not represent the true costs of 
ma^png the steel. The gross expenditure is incurred in the produc- 
tion, not only of finished steel, but also of saleable products which 
are either incidental to the manufacture of the steel or are produced 
to meet local requirements The chief of these are ammonium sul- 
phate, tar, second class rails (which are not included in the Com- 
pany’s production of finished steel) and power sold to other firms at 
Jamshedpur. The cost of the labour and materials consumed in 
tiiese products is included in the above expenditure and the receipts 
fiom their sale should correspondingly be deducted if we are to 
arrive at the nett expenditure which represents the true works costs 
of the steel. An examination of the Company’s cost sheets shows 
also that,^ during 1925-26, there was an excess production of certain 
intermediate products {e,g., ingots, blooms and slabs) and a deficient 
production of others (coke and billets) The works costs of these 
should be allowed as deductions from or additions to the total ex- 
penditure To obtain the true expenditure on finished steel we must 
reduce the gross expenditure of 1925-26 by Rs 37 5 lakhs, which 
was the value in that year of the by-products and of the nett excess 
of the intermediate products We estimate that the corresponding 
reduction for 1933-34 will be about Rs. 42 lakhs. 


Nett average cost and ^8 We can now set out the total costs of 
estimated reduction per 1925-26 and our Cvstimates for 1933-34 in the 
following form : — 


T^ble IX. 



Gross Expenditure. 

Incidence pfb ton. 


1925-26. 

1933-34. 

1925-26. 

1933-34. 


Rs lakhs 

Rs lakhs. 

Rs 

Rs. 

Labour 

148-4 

148*4 

46-4 

24-7 

Stores and supplies 

81 *2 

124-0 

26*3 

20 7 

Fuel 

113 0 

160 7 

35-3 

26*1 

Ores, fluxes, etc. • 

52-4 

92-0 

16*4 

16 8 

Totat 

3960 

6161 

123-4 

86*8 

Credits 

37 5 

42 

‘ 11-7 

7*0 

Nett Total Expenditure . 

367 5 

473-1 

111-7 

78*8 

Production of finished steel . 

319,960 tons 

600,000 tons. 




The estimated reduction is thus Rs, 32*9 per ton which is nearly 30 
per cent, of the 1925-26 cost. 
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49. In a previous chapter we have indicated the great reduction 

in the costs of manufacture consequent on the 
reduction. ^ operation of the new mills. Some time is re- 

quired to obtain the best results from the new 
plant and it is only recently that the difference in the cost of m'sAiu- 
facture has manifested itself in a marked degree. The works costs 
of August, 1926, are lower than those of 1925-26 by no less than 
Rs 13 3 per ton This includes a reduction in costs of Rs. 3*8 per 
ton on account of the price of coal which fell to Rs. 7 per ton from 
Rs. 8 per ton in 1925-26, which figure we have also assumed as the 
average during the period of protection We regard the nett reduc- 
tion of Rs 9 5 in works costs as satisfactory, but we do not anti- 
cipate that the same rate of reduction can be maintained Com- 
paring the August figures with our estimate for 1933-34 and making 
allowance for the reduction of Rs 13 3 per ton already made in 
the August figures we find that further savings amounting to 
about Rs 19 per ton may reasonably be expected to be realized 
during the next seven years This is an average for all classes of 
steel taken together. For some products, which are already 
being made on a large scale with relatively good efficiency, it will 
not be possible to obtain a further reduction of Rs. 19 per ton 
as compared with the August costs, while for others where the out- 
put is small and the efficiency still leaves much to be desired, a 

greater reduction is possible. Each of the main classes of product 

must, therefore, be considered separately. 

50. The rail mill was producing rails m August at a rate 

T, , which was not much below that which we 

^ assume for 1933-34, and any further fall in 

the costs would be due mainly to the effect of the economies in labour 
and fuel on the cost of the rail ingots Before 1933-34, however, the 
medium and heavy structural sections will be rolled on this mill 
and this extra output should enable the costs above metal to be 
reduced appreciably We think, therefore, that it should be pos- 
sible to bring down the cost of rails, by Rs. 18 per ton, which is 
nearly the full average amount The August cost was Rs. 79 6 per 
ton and the final cost should thus be Rs. 61 6 

61. The scope for increase of output is greater in the merchant 
mill, which produces bars, than in the rail 
mill and we anticipate a larger drop in the 
costs above metal Moreover, the consumption of ingots per ton of 
finished product is higher for bars than for rails and there is room 
for greater saving in the cost of metal. Our estimate of the reduc- 
tion is Rs 22 per ton, that is from Rs 99 to Rs 77. 

52. Tinbar is a less finished product than any of the other kinds 
Tmbar finished steel. Its manufacture requires 

less ingot steel per ton and involves lower 
costs above metal than the other products. We should, therefore, 
not be justified in assuming a greater saving than Rs. 17 per ton, 
namely, from Bs. 71*4 to Rs, 64*4f 
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53. A greater reduction than the average should be possible in 

the cost of plates. The consumption of in- 
gots required per ton of plates is high, and 
involves a large reduction of the cost as the cost of ingots falls. 
Our estimate of the total reduction is Es. 23, viz,, from Es. 103-3 
to Es. 80 3. 

54. The sheet mills have been working for a comparatively short 

nianir f time. Indian labour has not yet been suffi- 

^ ® ciently trained and, although the number of 

covenanted employees has been substantially reduced below the 
average of 1925-26, it is still much higher in proportion to the output 
than we anticipate for the future. The operations are confined at 
present to four out of nine existing mills When the temporary 
difficulties as regards labour have been overcome and full produc- 
tion is reached on all the nine mills and on the two additional mills 
provided for in the Coinpanj'^’s development programme, we anti- 
cipate a special saving of not less than Es. 23 per ton above the 
average saving of Es 19 The total saving in the cost of sheets 
would thus be Es 42, which would bring down the cost from Es. 164 
to Es 122 per ton. 

55. The cost of galvanized sheet depends mainly on that of black 

^ j ou X sheet The greater part of the remaining 

cost IS due to the spelter (zinc) with which 
the steel is coated About four-fifths of the galvanized sheet made 
at Jamshedpur is corrugated, the remainder being sold as plain 
sheets In August, 1926, the average works cost of plain and 
corrugated galvanized sheet was Es 263 7 per ton, i,e,, nearly 
Es. 100 per ton above the cost of black sheet. The Steel Company 
estimates that in 1933-34 the difference between the costs of black 
and of corrugated galvanized sheet will be Es 85 per ton. This 
appears to be somewhat greater than necessary, but so long as the 
revenue duty on the importation of spelter into India is retained 
we do not think that a smaller difference than Es. 80 is to be ex- 
pected On this basis, and if the works cost of black sheet is Es. 122 
per ton in 1933-34, the cost of corrugated galvanized sheet in that 
year should be Es. 202 per ton But in August the average cost 
of plain and corrugated sheet together was Es. 2 per ton less than 
that of corrugated alone The average works cost of all galvanized 
sheet in 1933-34 should thus be Es. 200 per ton. 

56. No steel sleepers have been made at Jamshedpur during 1926- 

Q , Q, 27 and the production during 1925-26 was so 

otoel C)l66p6rs 1 1 j j 1 1 1 1 

^ small that we do not regard the cost as a 

useful guide for the future. The plant is at present incompletely 
equipped and unsuitably located, but the Company intends to remove 
the plant to a better site and to complete the equipment when the 
manufacture of sleepers is undertaken on a large scale. The Com- 
pany estimates that the final works cost of sleepers will be Es. 25 
above the cost of sheet bar, the sleepers being made from veij 
similar bar rolled in the same mill. The process of manufacture is 
inexpensive and, in our opinion, a difference of Es. 16 per ton shbuld 



ESTIMATE OF FUTUEE "WOUKS COSTS. 


be ample. The works Costs of the bar would in 1933-34 be about 
E'si. 66 per ton; and the cost of the sleepers would consequently be 
Rs. 72 per ton. 

67. The heavy and medium sections will in future be rolled in the 

a. . 1 o * uew 28-inch mill, in which the rails are 

^ ura ec ions, rolled. The cost of the sections in this mill 

will probably be about Es. 2 per ton above that of rails The light 
sections will be rolled almost entirely in the merchant mill, and 
their average cost will probably be about Es 3 per ton above the 
average cost of bars If the output of heavy and medium sections 
in 1933-34 is twice that of light sections, which is approximately 
what may be expected, the average works cost of all structural 
sections will be Es. 69*1 per ton. 

58. Fishplates are at present rolled in a steam driven 16-inch 
mill. It appears that they will continue to be 
Fis p ates rolled in this mill which will be made moie 

economical by electrification during the next few years At piesent 
the cost per ton of fishplates is higher by Es 45 than the cost per 
ton of the billets from which they are rolled, and we think that this 
difference should be reduced in future by about Es. 35. The cost of 
billets in 1933-34 we estimate at Rs 55 per ton. The works cost of 
fishplates should thus become Rs. 90 per ton. 

We now tabulate the works costs of August, 1926, and our esti- 
mates for 1933-34 : — 


Table X. 



Fishplates 
Sirnctural sections 


Black sheets • 
Galvanized sheet 
Sleepers . 


Works costs pke *: 

CON 

Actuals, 

Estimates, 

Reduction. 

August, 1926 

1933-34. 

Rs. 

Rs. 

Rs. 

79 6 

61-6 

18 

116'4 

90 

26-4 

105 3 

69-1 

36-2 

99 

77 

22 

103-3 

80-3 

23 

71-4 

66-4 

16 

164 

122 

42 

263-7 

200 

72 

63-7 
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59. While we are satisfied that before the end of the period the 
economies foreshadowed in the earlier para- 
Method of determining graphs will result in the reduction of the 
for the works costs of the various products to the 

levels indicated, we do not think that we can 
make any useful forecast of the extent to which they may be realized 
in any one particular year The results will depend very largely 
upon the rapidity with which the Tata Iron and Steel Company 
is able to carry out the proposed reductions in the labour and other 
costs and the measures for effecting fuel economies, and the date 
on which the old mills are closed down. In the meantime the new 
plant is already giving lower costs We believe that the fall in 
costs will continue until the maximum production of the present 
plant has been reached, and the costs will be reduced by a substantial 
proportion of our estimate. During the following three or four 
years, new units of the Company \s development programme will 
come into operation. We believe that during these years, both 
production and costs should show an improvement over the previous 
figures, but that the rate at which this improvement can be effected 
will not be so rapid. All the units should begin to give distinctly 
better results about the fifth year of the new period of protection 
Costs should again come down with some rapidity until they reach 
the estimated level The rate of fall of the works costs will probably 
vary substantially, but, as already explained, we think it would be 
fair to assume that the average covsts throughout the period will be 
the mean between the costs of August, 1920, and those of 1933-34, 
except as regards structural sections and sleepers 


60. The structural sections are at present mainly rolled in the dd 

mills, but Avhcn the new plant is suitably 

tnrair^ Xepers equipped the heavier seetions will be rolled 

tnralB and sleepers i 


lighter sections in the other new mills The final cost of structural 
sections will be approximately midway between that of rails and 


that of bars In yiew of the impoitance of closing the old mills as 


early as possible and of the fact that until that is done, the output 
of sections will be much less than in the later years, we do not think 


we should be justified in basing our proposal on an average works 
cost of sections for the seven years higher than Es. 81 per ton, 
which is Es. 1 5 above the mean cost of rails and that of bars. As 


regards sleepers we have no initial figure which we can regard as 
having any value for the ascertainment of a fair average cost We 
anticipate, however, that, unless the price of wooden or cast iron 
sleepers rises or unless the Steel Company is prepared to forego 
part of its profit, the manufacture of sleepers outside the existing 
contracts will not be recommenced until the cost of sheet bar is so 
reduced that the average cost of finished sleepers for the remainder 
of the period will not exceed Es. 74 per ton. We therefore take 
this as the fair average cost. 
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Aveiage costs of all 61. The average costs for the period may 
products for the whole now he stated as follows 


Table XI. 


Product. 

Actual costs 
August, 1926 

Estimate 

1933-34. 

Average for 
the period. 





Rs. 

Rs. 

RSe 

Rails 

t • 

. 


79*6 

61-6 

71 

Fishplates 

• 



116*4 

90 

103 

Structural sections 




105‘3 

69*1 

81 

Bars 




99 

77 

88 

Plates • 




103*3 

803 

92 

Tinhar 

• • 



71*4 

55 4 

63 

Black sbeets . 


• 

• 

164 

122 

143 

Galvanized sheet 

• • # 

• 

t 

263 7 

200 

232 

Sleepers 


• 

• 

... 

72 

74 








CHAPTER IV. 


Estimate of the future fair selling price of Jamshedpur 

Steel. 

62 liL the previous Chapter we have estimated for a seven year 

peiiod the average works costs of the diflf- 
ing price^^ T ^ ^ erent steel products of the Tata Iron and Steel 

Company In older to deteimine the price 
which the Indian manufacturer may reasonably be expected to 
obtain for his steel during this period, it is necessary to ascertain 
the additions which must be made to provide for the overhead 
charges incidental to the manufacture and marketing of the steel 
and for a reasonable return on the capital involved. The fair sell- 
ing price for Indian steel may therefore be defined as the total of 
the charges under the following heads . — 

I. Works costs. 

II. Overhead charges, consisting of 

(а) depreciation, 

(б) interest on woiking capital, and 

(c) Agents’ commission, head office charges, etc. 

III. Manufacturer’s profit 

63 In order to fix the amount of depreciation the present day re- 

placement value of the Steel Company’s 

valuation of g^ed assets must first be ascertained. In 
paragraph 72 of our first report, it was esti- 
mated that the total fixed capital expenditure of the Company, in- 
cluding the expenditure on the collieries, would in 1924-25 amount 
to Rs. 21 crores. We were satisfied on investigation that this sum 
was greatly in excess of the real value of the property whether 
regard was had to the profits which might be earned or to the cost 
of replacement at the prices prevailing in 1923-24. After carefully 
weighing all the evidence we reduced the value of the block, ex- 
cluaing the collieries, to Rs. 15 crores. We must now consider how 
far this figure requires modification. The expenditure in India, 
which covers the cost of labour and local materials in the erection 
of the works, the development of ore, limestone and dolomite quar- 
ries, the preparation of the works site and the construction of roads, 
houses, etc., will be little affected by foreign prices and need not be 
written down. About Rs. 3 crores may be allowed on this account 
and the remaining Rs. 12 crores will require adjustment in 
view of the change in the price of machinery and steel in the last 
three years. The main factors, which reduce the rupee 

( 34 ) 
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value of the plant, are the rise in the exchange value of the 
rupee and the fall in the sterling price of steel works machinery and 
buildings. The appreciation of the rupee exchange would justify 
a reduction in the value of the plant and equipment of rather over 
10 per cent, and after consideiing the fall since 1923 in the price of 
steel and machinery we think that a total price reduction of about 
20 per cent, in the rupee value of the imported portions of the fixed 
assets would not be unreasonable. We accordingly reduce the sum 
of B/S. 12 crores to Its. 9^ crores. To this we must add the Its. 3 
crores on account of expenditure in India, which we have not writ- 
ten down This will bring up the present replacement value of the 
complete fixed assets excluding the collieries to Bs. 12^ crores. 


G4 In our eailier estimate the maximum capacity of the plant 

* i. .1 1 . was assessed at about 420,000 tons of finished 

Capacity of the plant , nn. i ^ i i 

steel per year This figure was limited by 

the capacity of the steel making units, which is small in propoition 
to the capacities of the other pioducing departments, namely, the 
blast furnaces and the rolling mills The Steel Company has 
now decided to laise the annual capacity of the woiks to about 
600,000 tons by means of the development scheme to which we 
have referred in Chapter III The fresh expenditure involved 
IS about Bs 2^ crores and is to be met, not by raising fresh capital, 
but out of the depreciation fund set aside to cover renewals and 
replacements, including those necessitated by obsolescence This 
expendituie will not result in any inciease in the capital of the 
Company, but will merely have helped to maintain the efficiency 
of the plant and, by securing a balance of output between the 
different departments, will have maintained the pioducing capacity 
in reasonable piopoition to the value of the plant No additional 
leturn could be, 01 indeed has been, claimed by the Tata Iron 
and Steel Company on this account. The value of the renovated 
plant and other fixed assets, excluding collieries, with an output of 
600,000 tons would thus not exceed Bs. 12 ^ crores. Such infor- 
mation as we have been able to obtain regarding the cost of replace- 
ment of similar plant in Europe, suggests that, after making allow- 
ance for freight, duty, higher erection charges, and the additions 
and alterations necessitated by climatic conditions, a valuation of 
Bs. 12 ^ crores is not unreasonable. 


65. It may be of interest to compare our estimate of the value of 
the plant with the Company’s issued capital 
Comparison between the and debentures. If we add to our valuation 
pany’s^Lpital^ crores the replacement value of 

the Company’s collieries, reduced from their 
book value in the same proportion as the other assets, the replace- 
ment value of the total assets of the Company is about Bs. 13| 
crores. The Company’s capital consists of shares amounting to 
Bs 10*45 crores and of issued debentures amounting to Bs. 3 34 
crores, the total being thus practically equal to the replacement 
value of the Company s assets. 
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66. Previously we allowed depreciation on tlie value of the 

fixed assets at the rate of per cent. 

Depreciation. have received no evidence in the 

course of this enquiry which would justify a departure from that 
figure. The annual amount of the depreciation to be earned on a 
capital value of Rs. 12^ crores at this rate would be Rs. 78 lakhs per 
annum. 

67. In our earlier repoit we allowed Rs. 3^ crores for working 

capital. This represented provision for 
capital^^^^ working materials, outstandings, and stocks of 

finished goods equivalent to about six months’ 
production. The Steel Company in its representation of 7th May, 
1926, suggested that this figure should be maintained We 
are unable to agree to the suggestion. We find that the works 
cost of SIX months’ production will amount to about Rs 2 2 
crores and we consider this sum to be a sufl&cient allowance 
for the average working capital during the seven year period. 
The reduction of working capital fiom Rs. 3 5 crores to Rs 2 2 crores 
may appear heavy in view of the increase in output of steel but it 
must be remembered that there has been a heavy reduction in the 
estimated works costs. Further, the improvement in the financial 
position of the Company will affoid a gi eater possibility of working 
capital being provided from reserves of various kinds and from 
undistributed profits In 1923-24 we allowed a rate of 7^ per cent 
on the sum required for woiking capital, but we consider a rate 
of interest higher than 7 per cent would not now be necessary 
The annual interest charge at 7 per cent, on Rs. 2 2 crores is Rs. 15 4 
lakhs. 

68. As regards Agents’ Commission and Head Office and othei 
Agents’ Commission : expenses, we think that Rs. 10 lakhs a 

Head Office year for both would be sufficient. 

69. In oui first report we allowed an average profit of 8 per cent 

^ , on the value of the fixed assets and although 

Manufacturer s pro t return on gilt-edged securities has fallen, 

we have no reason to think that an all round rate of 8 per cent, is 
excessive for an Indian commercial undertaking in present circum- 
stances. The total profit which would be earned at this rate on 
Rs. 12J crores is Rs 100 lakhs. 

70. It IS now necessary to consider what portion of the o\erhead 
Profits and overhead charges and of the manufacturer’s profit 

charges on surplus pig must be debited to the pig iron produced in 
excess of the quantity required for the manu- 
facture of steel. We do not think it likely that the average quan- 
tity of surplus pig iron will exceed 60,000 tons per annum, or that 
the average sellii^ price will be more than Rs. 15 per ton above 
the works costs. The surplus will therefore be Rs. 9 lakhs. Of this 
amount approximately Rs. 3 3 lakhs represent overhead charges,* and 

* To distribute the overhead charges between steel and surplus pig iron, 
the average output for each has been multiplied by the average works cost 
per ton and the charges divided in the same ratio as the one result bears to 
the other. 
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Rs. 6*7 lakhs profit. The overhead charges will be r^dtibed by the 
former amount and the profit by the latter 

Pinal estimate of 71 The total amount to be earned abov(i 
charges above works costs the woiks costs is as follows; — 

Es lakhs. 

I. Overhead-^ 

Depreciation . . * ^ * 78 0 

Interest on working capital . . . 15 4 

Agents’ Commission, Head Office ex- 
penses, etc. 10*0 


103 4 

Less chargeable to suiplus pig iron . 33 


1001 


II. Manufactuiei’s piofit fiom the manu- 
facture of steel . 100 0 

Less piofit on suiplus pig non . . 5 7 


943 


Total of 1 and II 194 4 


72 It lemains to eonsidei whethei we should distribute the 
^ ^ , amount of Rs 194 4 lakhs required to cover 

overpVodttL overhead charges and piofit over the raaxi- 

muiu production of which the plant is capable 
01 over some smaller figure. We estimate that the plant will not 
leach the full capacity of 600,000 tons until the end of 
1933-34 In the interval the production will increase only by 
stages. If, therefore, we calculated the proper allowance per ton 
on the maximum output, the assistance provided in the earlier years 
of the period for which protection is recommended would not be 
sufficient. If, on the other hand, we were to distribute the charges 
over the present actual production, the incidence per ton would be 
in excess of what would be necessary in the later years. On the 
whole, therefore, we think that it would be reasonable to distribute 
them upon the average of the whole period According to the 
Company’s original estimate, the average production of finished 
steel during the seven years would be 486,000 tons per year. In 
our opinion this is an under-estimate and we consider that the 
average production of finished steel during the seven year period 
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73. We can now calculate the average incidence of the overhead 
lucidence per ton of charges and the manufacturer’s profit per 
overhead charges and ton of finished steel. The results are set out 
in the following table, which also shows for 
comparison the corresponding recommendations made in our first 
report. We have allowed for an allocation of Rs. 3 3 lakhs overhead 
charges to surplus pig iron 


Table Xll 



Incidence pei ton of finished steel. 


1923-24 1 

Present 

proposal 

Overheads 

Bs 

Rs. 

Depreciation . . ... 

21 72 

15*10 

tiitercBt on working capital . • 

6 09 

2 98 

Vgents* Com mission, Head Office expenses, etc 

2 89 

1 93 

Total overhead 

so 70 

1 

1 20 01 

1 

Manufacturer’s profit . « 

26 37 

1 

j 18 86 

Grand Total 

67 07 

1 38 87 

1 


Thus there is a reduction of about Rs 18 per ton from the figure of 
1923-24 which is equivalent to more than 30 per cent.* 

74 The fair average selling price f.o r works of the various pro- 
’ ducts has next to be determined by adding to 
Fair selling price of works costs the overhead charges and pro- 
lit We have seen that the average oi this 
amount must be Rs 38 9 per ton of finished steel We do not pro- 
pose to make a uniform addition of Rs 38 9 to the works cost of 
each separate product, for it would not be justifiable to burden a 
semi-finished product, such as tinbar, with the same overhead charges 
and profit per ton as an expensive product, such as galvanized sheet. 
The manufacture of tinbar requires less plant than any other pro- 
duct and it is sold to a single customer in large and regular quan- 
tities under a long term arrangement. The actual overhead charges 
are therefore less than the average, and it would be in accordance 


* This reduction would have been greater had the overhead charges and 
manufacturer’s profit been calculated on the estimate of final output of steel 
was done in our first report. 
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With Oldinary business practice to allow on such material less than 
the average surplus over works cost. We are thus unable to adopt 
the simple method of a uniform addition. On the other hand, any 
such method as the allotment of overhead charges and profit in pro- 
portion to the works cost of the product would lay unjustifiably high 
charges on the more expensive products. The ideal method would 
be to calculate, in respect of each product, the overhead charges and 
profit separately by ascertaining the correct amount required for each 
in relation to the value of the ^ant used in its manufacture, and the 
value of the stocks and stores, etc , required to be held. For this, 
however, the necessary information is not available in a sufficiently 
detailed and accurate form. We have, therefore, not applied a 
uniform addition for overhead charges and profit, but have modified 
it in the case of certain products to represent what we believe to be 
a fair allotment after consideration or the works cost and value of 
the plant utilized Table No XIII shows the average output of 
the different products for the period on which our estimates are 
based and also the average works costs for the seven year period and 
the resulting fair selling price The distribution of the output 
IS clearly liable to some fluctuation, but we see no reason to 
expect that it will vary in such a way as appreciably to affect the 
result — 

Table XIII 


Product 

Average 

output 


Tons 

Rails • 

195,000 

Fishplates • 

7,000 

•structural sections . 

70,000 

Bars • 

90,000 

Plates . 

30,000 

TiiiLar . 

50,000 

Black sheets 

n,ooo 

Galvanized sheets 

30,000 

bleepeis 

15,000 


Average 

works 

cost 

1 

Overhead 

and 

profit 

Fair selling 
price for. 
works 

Per ton. 

Pet ton 

Per ton 

Es 

Rs 

lis 

71 

39 

110 

103 

45 

148 

81 

39 

120 

88 

41 

129 

92 

42 

134 

b3 

21 

87 

143 

42 

185 

232 ^ 

51 

283 

74 

36 

110 


75. There are, however, two circumstances which necessitate some 
adjustment of the above fair selling prices. 
Adjustment for lossw problem of the disposal of the 

on secon c ass ma eria class material and cuttings produced 

r. 9 
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in the manufacture of finished steel. This material liAs to be sold at 
a lower price than the first class material and the average price of 
the steel is thus reduced. No adjustment is necessary for rails, fish- 
plates and sleepers as the weight of second class material of these 
kinds is nOt included in the production of finished steel and the 
prices received are included in the credits in Table IX in Chapter 
III The output of second class structural sections, bars, plates and 
sheets, however, is included in the production figures and adjust- 
ments are therefore necessary The allowances we have made for 
sections, bars and plates are very similar to the actual reductions of 
the prices realised by the Company in 1925-26, but the allowances 
for sheets are substantially less than the actual reductions 
in 1926-26, when sheet manufacture was almost entirely new to the 
Company and the results were necessarily poorer than may reason- 
ably be expected for the future The aoiustments for structural 
sections and bars are reduced by the fact that for part of the sales 
of standard quality material of these kinds the Steel Company 
received “ extras ’’ on the basis prices.* 

76. The second adjustment is required on account of the freight 
from Jamsh^pur to destination Where 
£i eights internal freight is higher than the freight on the 

competing imported steel from the nearest 
port, the Steel Company is at a disadvantage for which allowance 
must be made. This applies to lails, fishplates and sleepers We 
estimate that an average allowance of Rs 8 per ton should be made 
for rails and fishplates but that Ils 5 per ton will be sufficient for 
sleepers, as the production is smaller and can be disposed of in the 
neaier markets As regards the other materials, viz,, structural 
sections, bars, plates and sheets, the position is more complicated. 
Part of this material has to be sold in the ports and the remainder 
in the interior of the country For sales in the port towns the Steel 
Company is clearly at a disadvantage compared with importers to 
the extent of the freights it has to pay from Jamshedpur to the 
ports In other markets, however, the position is different The 
Railway Administrations allow substantial reductions of freights on 
complete wagon loads (and the amounts of these reductions vary 
with the distances). When the Steel Company’s mateiial is sold in 
c ompetition with dealers the scale of whose business does not permit 
of material being despatched in complete wagon loads, it bears less 
freight than the imported steel deliveied in the same market This 
difference has sometimes been described as a freight advantage which 
the Steel Company is said to enjoy over the defers In fact, how- 
ever, except on the Bengal Nagpur Railway, the Steel Company gets 
no lower freights than others would if they followed the same sys- 
tem. The advantage lies in the ability of the Company to avail 
itself of the Railway Tariff for complete wagon loads A further 
advantage is realised on sales in markets which are closer to 

* In our calculations we have used “ basis prices, which are applicable 
to the greater part of the production, but for certain sections and for com- 
pliance with special requirements additional prices usually called extras ** 
are obtamed. 
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Tamsliedpur than to any port. In the circnmstances adjustments 
have to be made for each product according to the balance of ad- 
vantage or disadvantage in the cost of transport of the whole output. 
As production increases, “ freight advantages ” will tend to 
diminish, whilst the disadvantages ’’ in the ports will increase. 
We think that, taking the period as a whole, there will be a slight 
freight advantage on sections, bars, plates, and sheets. This ad- 
vantage has been set against the loss on second class material 

77 When these adjustments have been made, the fair selling 
, prices of rails and fishplates must be raised 

m Nett result of adjust- of sleepers by Rs 5 No 

alteration is required in the prices of sec- 
tions and bars, but the price of plates must be reduced by one rupee, 
that of black sheets by two rupees and that of galvanized sheet by 
five rupees The average figures to which the price of the different 
kinds of impoited steel must be raised if the Steel Company is to 
obtain its fair prices for. works thus become — 


Table XIV 

Rs 

Per ton 

Eails ... . . 118 

Fishplates 156 

Structural sections .... 120 

Bars ....... 129 

Plates . . .... 133 

Tinbar . . . . . . 87* 

Black sheet 183 

Galvanized sheet . . . . 278 

Sleepers .... 115 


* The price of tinbar is not subject to the adjustments described aboro 
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Prices of imported steel. 

78 Before we can arrive at any decision regarding the necessity 
^ . . . for the continuance of protection or regard- 

]^S measure of such protection, an 

investigation into the probable level, during 
the period of protection, of the prices of foreign steel, against which 
the Indian industry has to compete, is clearly necessary The 
determination of this question will be facilitated by an examination 
oJ the course of prices of foreign steel in India during the last three 
years. Galvanized sheets and heavy rails have always been imported 
almost entirely from Great Britain, but as regards other articles, 
even in the pre-war period they were imported both from the 
Continent and from the United Kingdom and there was some 
difference between Continental and British prices in this country; 
in recent years the gap between the two sets of prices has been 
considerably wider. As the Indian manufacturer has to face com- 
petition both from the United Kingdom and the Continent, it will 
be convenient if the prices of imported British and imported Conti- 
nental steel are separately considered We have taken beams, bars 
and plates as representative of the kind of rolled steel in which there 
is competition from both sources 

British prices 79 The table below gives the relevant 

figures for British steel* — 

Table XV 


Puces of British steel e i f Indian port (pei ton) 



A 8 found by the 
Board in the 
first enquiry 
1923-24 

As found by 
the Boaid 
in October, 

1924 

As found by 
the Board 

June -July, 

1925 

As found by the 
Boaru in the 
present enquny 
January -A pill, 
1926 


^ a d. 

Rs 

£ a d 

Rs 

£ s d 

Rs 

£ ^ d 

Rs 

Beams 




127 

8 10 0 

113 

7 7 0 

98 

Bars 




137 

8 15 0 

117 

7 13 0 

102 

Plates 


153 


140 

9 12 6 

128 

18 4 0 

1 

109 


Ik will be seen that the sterling prices of British steel were much 
lower in the early part of 1926 than at any previous time during 
the period of protection, and that the corresponding rupee c.i.f. 
prices of such steel were about 30 per cent, below those of 1923-24, 
part of this fall being due to the rise in the rupee exchange. The 
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sterling prices are, in fact, very little above the pre-war level. 
The world’s demand for steel has been diminished by stagnation in 
trade, lack of capital which has restricted new enterprise, and 
depression in the shipbuilding industry On the other hand, 
the great expansion in steel producing capacity, which occurred 
in European countries during and immediately after the war, has 
intensified competition, particularly in the export market The 
lower prices of raw materials and improvement in methods of pro- 
duction have possibly enabled British manufacturers to reduce 
their costs. But we believe that the main cause of the fall in 
British export prices, has been the seveie competition of Continental 
countries aided by the heavy depreciation in their currencies. 

Continental prices ^0 The prices of Continental steel for the 

period under review were : — 

Table XVI 


Pncei of Continental steel c. i f Indian port (per ton) 



1923 24 

October, 1924 

June- July, 1925 

Januaw— 

1926 

-Apil, 


£ s d 

Rs 

£ 8 d 

Rs j 

£ 8 d 

Rs 

£ d 

Rs. 

Beam^ 

8 0 0 

120 

6 10 0 

87 

6 10 0 

87 

5 16 0 

77 

Bars 

8 5 0 

124 

6 10 0 

87 

6 15 0 

90 

6 3 0 

82 

Plates 

9 2 0 

136 

7 18 0 

10> 

8 10 0 

113 

6 9 0 

86 


Except for a rise in the price of Continental steel in the middle of 
1925 — due to the tempoiary inciease in the freight from Antwerp 
from 155. to 225. 6d!. per ton in the month of April of that year — 
the course of both British and Continental prices during the past 
three years has been downwards A comparison of the tables given 
above discloses a very large margin between the prices at which 
British and Continental steel could be landed in India in 1923-24 
The gulf between the two sets of prices had widened by October, 
1924, and the differences were then as follows : — 

£ s d 

Beams 3 0 0 

Bars 3 15 0 

Plates . 2 12 0 

Since 1924, however, the price of British steel has fallen more 
lapidly than that of Continental with the result that the gap 
between the two sets of prices is now as set forth below • — 

£ s d 
1 11 0 
1 10 0 
1 15 0 


Beams 

Bars 

Plates 
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81. It has been seen that, during the last few years, prices have 
, ^ . seriously fallen, and we must now consider 

pr"®"”"™® whether this fall is likely to continue, or 

whether a recovery may be expected. While 
there are various factors which affect the probable course of British 
and Continental prices differently, there are two features which 
are common to both, viz , that European steel prices are now at 
about the pre-war level while the cost, of living are considerably 
higher, and that a large proportion of the steel exported is sold 
without profit or even at a loss If we were to base our opinion on 
these two circumstances alone, we should be inclined to think that 
European prices would show a tendency to rise But some of the 
causes which in the past have contributed to the rapid decline of 
foreign prices are still at work, and their future effect is clearly a 
matter which merits careful examination In considering the 
future level of prices, it will be convenient again to examine the 
British and Continental prices separately 

82 Although it would appear that variations on the scale ex- 
perienced during the last three years are not 
Contin- finely to recur, there are elements in the 
situation which make the future course of 
prices of Continental steel very uncertain The French franc is 
still liable to fluctuation, and, although the Belgian Government has 
now taken action to stabilize its currency, the exact effect of this 
measure on the price of steel cannot yet be ascertained There are 
also other circumstances to be considered In most Continental 
countries specially low railway freights are granted on steel earned 
to the poi*ts Further, in Germany the steel syndicates quote much 
lower prices for export than for the internal market, the producers 
of the exported steel being compensated out of the receipts from 
the sales effected in Germany Export prices would clearly be 
affected by any alteration in these conditions, but it is impossible 
to estimate the extent of any future changes Nor can we exclude 
from consideration the probability of a general stabilization of the 
Continental exchanges in the comparatively near future and the 
consequent elimination of a serious element of depression in steel 
prices. 

83. An event in the Continental steel trade which has attracted 
much attention recently is the formation of 
Continental Steel Cartel the Steel Cartel, Under which the output of 
steel in Germany, France, Belgium and 
Luxemburg will he so regulated as to avoid over-production The 
operations of the cartel are generally expected to lead to a rise in 
the prices of steel While we do npt question tjiat this will be the 
tendency, we cannot overlook the fact that, in 1925 and the first 
quarter of 1926, the production was at the rate of about twenty-five 
million tons a year, while the combined capacity of the countries 
concerned is between seven and eight million tons higher It is not 
impossible that the co-operation, which has now commenced, may 
Ipad to a joint sales organization which may both directly and 
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indirectly reduce costs and thus enable profits to be earned at lower 
prices. This, in turn, would stimulate the demand for steel and 
keep the works more fully occupied. The amalgamation in the 
spring of 1926 of several of the largest steel producing firms in 
Germany into one company, the United Steel Works, is an out- 
standing example of the effort to reduce costs by minimising general 
expenses and by allotting to each works the manufacture of the 
kinds of steel which it can most economically produce Some 
fluctuation in prices is therefore not improbable before the final 
effect of the Steel Caitel manifests itself, and it is impossible to 
forecast with any degree of certainty even the general direction 
in which prices may move We feel that in view of the many 
uncertain elements in the situation, any definite conclusion 
regarding the duration or extent of future changes in the prices 
of Continental steel would be of little value, and that a scheme 
of protection based on an estimate of the future level of such prices 
would be uncertain in its operation It appears to us to be safer to 
take the 1926 prices as our starting point and fix the measure of 
protection which, in our opinion, the industry may require on the 
supposition that these prices continue The question of the action 
to be taken in the event of any considerable change in the price of 
imported Continental steel is one which we shall consider later 

84 There are certain circumstances which make for greater 
„ . « , stability of British than of Continental 

Future Bntish prices complications of variable ex. 

changes are absent, while bounties and special railway freights for 
export steel are not granted in the United Kingdom On the other 
hand, we cannot exclude the possibility of the competition of Conti- 
nental steel, which may result from depreciating currency or other 
causes, reacting on the price of British steel We are, however, 
satisfied that such reaction, if it occurs, will be of a temporary nature 
and of limited extent Nor do we believe that in view of the present 
level of prices any further substantial decrease in covst in the United 
Kingdom will occur It is true that any reduction in the price of 
coal as a result of the settlement of the coal dispute would affect 
the cost of steel But in view of the unsatisfactory financial results 
of coal companies in England even with the assistance of the coal 
subsidy, it appears unlikely that any large decline in prices will 
occur Other possibilities which might lead to a reduction in steel 
prices are the more complete modernization of the works or the 
formation of a combination among the larger manufacturers. But 
the effect of such improvements would be realized only slowly while a 
combine might so reduce internal competition as to obviate any fall 
in prices Further the financial position of most British steel firms 
18 so difficult that they are compelled to adopt all possible measures to 
avoid price reductions. While, therefore, we do not ignore the 
possibility that there may be some fluctuations in British prices, 
we see no reason to expect that they will be other than relatively 
small and temporary. The financial condition of the Steel industry 
m Ipd;^^ is nqw yery different from what it w^s in 1924 and th^ 
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industry should be able, under our scheme of protection, to bear the 
strain of any purely temporary decline in the price of British steel, 
as any losses which may thereby be incurred would be set off on the 
whole by the profits resulting from temporary rises in price during 
the period of protection Nor does it appear that, even if Continental 
prices rose, British prices would rise to the same extent The price 
of British steel was already much higher at the beginning of 1926 
than that of Continental steel, and higher even than the level of 
Continental prices to which the operations of the cartel are expected 
to lead. The capacity of the British steel works is greatly in excess 
of the output of 1925 or of the first few months of 1926, and it is 
hardly probable that the demand for steel in the export markets will 
so increase as to enable the British manufacturers to obtain much 
higher prices than those of 1926 even if there is some increase in 
the price of Continental steel We see, therefore, no reason to anti- 
cipate any substantial permanent rise in British prices 


85. We are now in a position to determine the prices of imported 
steel which should be taken for the purpose 
calculating the protection required by the 
Indian industry. Since steel prices after 
April 1926 have been infiuenced by the effects of the coal dispute in 
Great Britain we propose to base our estimate on the prices of the 
first four months of 1926 We regard the prices of British steel for 
this period, subject to slight modification, as fairly representative 
of the British prices which may be expected to prevail during the 
period of protection, while, as has already been shown, we regard 
the future level of Continental prices as entirely uncertain The 
figures at which we have arrived are based on the statements of 
c i f prices supplied to us by the Tata Iron and Steel Company, 
by various importing firms and by Railway Administrations The 
sterling c i f prices have been converted into rupees at the rate 
of I 5 Gd 


86 The prices of imported steel landed in India include the c 1 f 
prices, landing charges, port dues, etc We 
Landing and other found it necessary in view of changed 

0 arges circumstances to make some alteration in our 

estimate of landing and other charges In our report, dated the 8th 
November, 1924, page 35, we allowed Rs 5 for British and Rs 10 
per ton for Continental steel on this account Our reasons were 
that the Tata Iron and Steel Company’s steel was mainly sold in 
Calcutta, where the engineering firms, which used British standard 
quality, were able to transport imported steel by water direct from 
the ship to their yards, thus saving about half the normal cost of 
handling and cartage As the engineering firms were the importers, 
they would not, when comparing the cost of imported with Indian 
steel, take into account the allowance for profit or commission 
The output of steel in India will be much larger during the next 
seven years and it will no longer be correct to base our estimate of 
landing and incidental charges on the conditions prevailing only in 
Calcutta^ for an increasing proportion of the Steel Company’s sales 
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will have to be made through dealers on commission and not direct 
to the engineering firms We propose, therefore, to eliminate from 
our estiniates of these charges the allowance for merchant’s profit and 
commission, and to take Rs 6 per ton as representing the landing 
charges on all sections, plates, sheets, and British bars. For Con- 
tinental bars, we have taken Rs 8 per ton It has been established 
in the evidence submitted to us that the deliveries of Continental 
bars are on the average about 2 per cent below the weight paid for 
by the importer and this deficiency in weight has the effect of 
raising the real price by about Rs 2 per ton above the nominal 
prices The evidence indicates that the usual landing charges for 
rails, fishplates and sleepers are approximately Rs 3 per ton. 

87 The following table gives our conclusions regarding the 
, , landed prices (without duty) of foreign 

withouTduty™^^^^^^ steel, which should be taken for the purpose 
of estimating the protection required by the 
Indian Steel industry. 

Table XVTI 


Prodiu t 

British 

( ontinental 


Rs pel ton 

Rs per ton 

Rails 

105 


Fishplates • 

150 

• 

Structural sections 

104 

86 

Bars 

lOS 

90 

Plates . 

115 

92 

Black sheets 

15.3 

122 

Galvanized sheets 

240 


Sleepers 


105 


The British price of steel sleepers has not been given as we have 
received no evidence of recent prices. We have already explained 
that galvanized sheet is imported almost exclusively from the United 
Kingdom, and is not therefore affected by Continental competition 
An examination of the prices of the last three years indicates that, 
apart from a reduction consequent on exchange appreciation, the 
price of galvanized sheet has remained fairly steady and we have 
no reason to suppose that there will be any large variation in the 
future though temporary market fluctuations may occur The c.i.f . 
price of imported heavy rails is already approximately at the pre- 
war level and cannot be expected to fall further Moreover, the 
future price of rails is affected hj the reconstitution of the 
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European Bail Makers’ Association in the middle of 1926. 
This Association now controls all exports of rails and fish- 
plates from the leading European countries and reserves to each 
country its own internal markets, which in the case of the United 
Kingdom include also the markets of the Dominions, India, and the 
Colonies. Continental rails will therefore no longer be exported to 
India and it appears to us improbable that the price of rails will be 
further reduced. On the contrary, some increase in price may be 
expected and we have thought it advisable, in fixing our estimate of 
the probable price of imported rails during the period of protection, 
to allow for an increase of ten shillings per ton. 

88 The question of the future level of prices of foreign steel 
General conclusions as to imported into India is one of such great im- 
future level of foreign poitance and has SO direct a bearing on our 
recommendations regarding the protective 
duties, that we think it desirable to summarize our conclusions in 
the matter We find that the influences, which may affect the future 
course of Continental prices, are so numerous and their effect so 
uncertain that it would be unsafe to frame a scale of duties on the 
assumption that any level of prices, which we might now adopt, 
would continue without substantial change throughout the period of 
protection. We have, therefore, taken for the purpose of our esti- 
Tuate the Continental prices of the early months of 1926. The quvjs- 
tion of the action to be taken in the event of any considerable 
changes in these prices is discussed elsewhere in our report. On 
the other hand, we think it may be anticipated with some degree of 
certainty that the level of British prices which we have assumed 
will, with slight modifications, continue during the protective period 
and that, though there may be temporary fluctuations, any perma- 
nent change such as would render the protective duties which we 
T’^commend inadequate oi excessive, is not likely to occur. 
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Method and amount of protection. 

89. We have now ascertained the fair selling price of steel in 
India and have determined the prices of im- 
Continuance of protec- ported steel which we propose to take for the 
ion necessary purpose of our scheme According to the 

system, which we adopted in our first enquiry, and which we intend 
to follow in this report, the difference between these two sets of 
prices 18 the measure of the protective duties which we should re- 
commend The following table gives the relevant figures — 


Tablk XVIII. 


— 

Fair selling 
pnce per 

ton. 

OIF PBTOFS LAKDED 
WITHOUT DUTY PER TOH 

British. 

Continental. 

J 

2 

3 

4 




Rs. 

Rs 

Rs. 

Kails 



118 

105 

... 

Fishplates 



156 

150 

.. 

Structural sections 

. 


120 

104 

86 

Bars 

. 

. 

129 

108 

90 

Plates 



133 

105 

92 

Black sheets 



183 

153 

122 

Galvanized sheets 



278 

240 

... 

Sleepers . 



115 


105 


As we have explained in the earlier Chapters of this leport, a 
considerable reduction in the cost of manufacturing steel in India 
has already occurred and during the next seven years further econo- 
mies on a substantial scale are expected In 1923-24, the works 
costs were about Rs. 126*5 per ton of finished steel. By 1925-26, 
the actual works costs had fallen to Rs. Ill 7 per ton, the figures for 
August, 1926, show a further reduction to Rs 98 4 while our esti- 
mate for 1933-34 is Rs. 78 8 per ton The fixed assets of the Steel 
Company have also been written down to their replacement value and 
the incidence per ton of overhead charges and manufacturer’s profit 
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has fallen from Rs. 67 per ton to Rs. 39 per ton. But although, in 
consequence of these reductions, there will be a large fall in the 
fair selling price of the steel products manufactured in India, 
amounting on the average to Rs, 63 per ton, it will be observed from 
the figures set forth in Table XVIII that the prices which we consider 
reasonable for Indian steel still stand considerably above the level of 
the prices at which foreign steel can be imported. It is obvious 
therefore that, while the protection needed by the Indian industry 
may now be on a smaller scale, it cannot yet be completely disconti- 
nued. 

90. We shall deal first with rails, fishplates and galvanized sheets. 
Duties on rails, fish- these articles foreign competition is con- 
plates and galvanized fined almost entirely to the United Kingdom 
and the problem of providing adequate pro- 
tection for them is not complicated, as in the case of the other 
articles, by the fact that competition arises both from the United 
Kingdom and from the Continent A duty representing the differ- 
ence between the Indian fair selling price and the imported price of 
British material (Table XVIII), will afford in each case the required 
measure of protection. We accordingly recommend a duty of 
Rs. 13 per ton on heavy rails, and of Rs. 38 per ton on galvanized 
sheets, or of Rs 30 if the duty on spelter is abolished as was recom- 
mended in our report on galvanized hardware.* On our estimate 
the duty which should be imposed on imported fishplates would be 
only Rs 6 per ton which is less than a 10 per cent ad valorem 
revenue duty. The prices of fishplates and rails are, however, 
closely inter-related and we do not therefore recommend that 
fishplates should be removed from the protected part of the schedule 
We propose that the duty on fishplates should be ad valorem at the 
rate imposed on non-protected steel, subject to a minimum duty of 
Rs. 6 per ton. 

91 Steel sleepers are not only liable to competition from abroad, 
but are also subject to severe internal com- 
Duty on steel sleepers petition Any protective duty which result- 
ed in an appreciable rise in the price of steel 
sleepeis, might lead to the substitution of wooden or cast iron 
sleepers on a considerable scale, and thus retard the development of 
the industry. The difference between the fair selling price of 
Indian steel sleepers and the c i f landed price (without duty) of 
foreign sleepers is only Rs 10 and it appears that the present 
levenue duty would be sufficient even to meet Continental competi- 
tion. Sleepers are at present in the non-protected part of the 
schedule but we think it desirable to remove them to the protected 
part in order to enable Government to raise the duties, should any 
developments in Europe make such a course advisable. We accord- 
ingly recommend the imposition of a protective duty of Rs. 10 per 
ton on steel sleepers. 

* If the gross consumption of spelter per ton of galvanized sheet is 280 lbs. 
the duty on the spelter consumed would be equivalent to Rs. 9 4 per ton of 
sheet The fall in the price received for the zinc dross would probably reduce 
the nett effect of the removal of the spelter duty to Rs. 8 per ton of sheet. 
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92. Tinbar has not been referred to in Table XVIII because it is 

at present subject only to the 10 per cent, 
tected ^ revenue duty, and we do not propose any 

alteration. The Steel Company’s tinbar is 
sold to the Tinplate Company of India at a price which for the 
period of our scheme, is independent of the rate of duty. The neces- 
sity for a protective duty would therefore not arise, unless a new 
firm commenced the manufacture of tinplate in India, and the Steel 
Company was able to establish that imported tinbar entered the 
country at a price with which it could not compete under the revenue 
duty. We do not think it advisable to base a protective duty on a 
hypothetical situation, and we therefore propose that tinbar should 
remain subject to the revenue duty only. 

93. The treatment of the remaining products, viz., sections, bars, 

plates and black sheets, is complicated by the 
plates which we have referred in the previous 

black sheets Chapter, that they are imported into India 

both from the United Kingdom and from the Continent and that 
there is a wide margin in the respective import prices The Tata 
Iron and Steel Company produces steel of British Standard Specifica- 
tion, but the market tor this class of steel is not sufficiently wide to 
absorb the whole of the Company’s production , and, in consequence, 
a proportion of Indian steel must be sold on the basis of the lower 
prices at which Continental steel enters India. It is obvious, there- 
fore, that a system of duties based on the imported price of British 
steel affords the Indian industry inadequate protection The pro- 
blem before us is to devise a scheme of protection which, while ade- 
quate for the Indian Steel industry, will not impose on the consumer 
of either class of steel an undue buiden, and which will not be in- 
consistent with the well-being of the general community 

Six possible methods of 94 The following appear to us the onlv 
piotection i^ecessary methods which merit discussion. — 

(1) The imposition of different duties according to the quality 

of the steel imported 

(2) The imposition of uniform duties equivalent to the difference 

between the fair selling price and the higher of the 
foreign prices, and the payment of a bounty which will 
give the assistance necessary to enable the Indian manu- 
facturer to compete with the lower of the foreign prices. 

(3) The imposition of uniform duties on all steel at rates based 

on the Continental prices, these rates being obviously 
adequate to protect the Indian industry against competi- 
tion from any source. 

(4) The imposition of higher duties on steel imported from 

specified countries whence steel can be exported at very 
low rates, on account of depreciated exchanges, the pay- 
ment of bounties, or other similar causes 

(5) The imposition of uniform duties on steel imported from 

any source based on the difference between the fair 
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selling prices and the weighted ayarage prices of foreign 
steel. 

(6) The imposition of duties on British steel sufficient to protect 
the Indian manufacturer against competition from the 
United Kingdom, and the simultaneous imposition of a 
different set of duties on steel imported from other 
countries. 

96. The first of these methods has already been discussed in our 
report of November, 1924, and we feel that 
^ objections there set forth still hold good. 

A system of differentiation of duty according 
to the quality of steel, would involve the appointment of a metal- 
lurgical expert and the provision of suitable testing machinery at 
each Customs office, and would further inflict great inconvenience on 
the commercial community, since delay in obtaining delivery from 
the Customs department would be unavoidable. A system of boun- 
ties IS open to objection on financial grounds. We should hesitate 
to commit Government to the payment of bounties over so long a 
period as seven years. The production of the Indian Steel industry 
IS constantly increasing, and even if no additional steel works were 
established in India, we could not feel reasonably certain that the 
revenue derived from the protective duties would be sufficient to cover 
the bounties required. We think it necessary to explain that the 
revenue derived from the duties levied on protected steel cannot 
be regarded as wholly obtained by the introduction of the protective 
system and therefore available for the payment of bounties. The 
revenue duty, which would in any case be imposed, has first to be 
deducted, while allowance has also to be made for the additional 
revenue which would be received, if the import of foreign steel were 
not restricted by the increase in duty consequent on the adoption 
of a policy of protection. We regard the financial objection to a 
policy of bounties for so long a period as decisive. But in any case, 
we consider that a system of bounties, while may to some extent 
protect the Indian industry against losses due to foieign competition, 
IS not nearly so effective in preventing unfair competition, especially 
where it is aided by the uncertain factor of a depreciating exchange 
The calculation of the protective duty on the lowest price of imported 
foreign steel is open to the objection that it would result in the 
grant to the Indian industry of greater protection than is necessaiy 
The price obtained for British Standard Specification steel would 
be excessive and the users of this class of steel would be 
unduly penalized We have, therefore, rejected this method of pro- 
tecting the industry. The fourth method contemplates the imposi- 
tion of what are commonly referred to as ahti-dumping duties 
against those countries whence steel is exported at a very low price. 
Such duties are imposed elsewhere when the price of imported foreign 
steel has been lowered by depreciation of exchange, the grant oi 
bounties, favourable freights on export, or any other causes whicl 
lead to unfair competition. On similar grounds ‘ anti-dumping 
duties might justifiably be imposed against Belgian, French, oi 
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sucli quantities that aiw scheme which did not apply to France would 
'fail in its purpose The question was discussed at length in our 
report of November, 1924, and the conclusion was reached that the 
French Commercial Convention of 1903 was a bar to the adoption 
of a scheme of this nature Further, a duty imposed on French 
steel on the ground of depreciated exchange, could be avoided by 
export through other countries where the currency is now on a gold 
standard This method therefore affords no practicable solution of 
the problem before us 

96. There remain two methods by which our object can be attain- 
Two methods practi- ed, namely by a system of differential duties, 
cable uniform or differ- a higher duty being imposed on Continental 
ential duties 0^ lower duty on British steel, or by the 

adoption of a uniform duty, fixed at some intermediate figure on a 
consideration of the probable sales of Indian steel against Biitish and 
Continental competition respectively during the period of protection 
We regard both these methods as piacticable and it is therefore 
necessary to examine in somewhat greater detail the probable results 
of their application In determining in which diiection the balance 
of advantage lies, we should be guided by the three considerations 
already referred to, namely the necessity of securing adequate pro- 
tection to the Indian Steel industry, the equitable distribution of 
the burden over the diffeient classes of steel consumers, and the 
economic welfare of the country generally 

97 If a system of differential duties is to be applied without any 
Differential duty system modification, the duties applicable to each 
described class of steel may be stated as follows — 


Table XIX 


— 

Bntish 

steel 

Rs per ton 

Continental 

steel 

Rs per ton 

Structural sections 

16 

34 

Bars 

21 

39 

Plates . . . . . 

18 

41 

Black sheet ... 

30 

61 


Under these two scales of duties, the selling prices of British and 
Continental steel in India would be the same But there is a differ- 
ence in the quality of the two classes of steel, and we regard it as of 
importance that there should be a difference in price in India corre- 
sponding to this difference in quality We have received evidence 
that steel made to British Standard Specifications on the Continent 
can be purchased at 10 shillings, or about Us 7, more than the price 
of non-standard Continental material We consider that, if this 
gap in prices is to be maintained, some addition must be made to 
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the duty on British steel, and some decrease in the duty on Conti- 
nental steel. Protection which is adequate but not excessive, wilt 
not be secured to the Indian industry, tinless this adjustment of 
duties is made in the proportion which it is estimated that the sales 
of Indian Standaid steel will bear to the sales of Indian non-standard 
material during the whole period of protection. Nor will this 
arrangement be unfair to either class of consumer. On the one 
hand, the duty on Continental steel will not be reduced by the whole 
of the amount which represents the difference in the quality of steel, 
and to this extent the consumer of non-standard Indian or Conti- 
nental steel is called on to pay a somewhat higher price than on 
abstract grounds might be considered necessary, on the other hand, 
the price paid by the consumer of Standard British or Indian steel 
will also be somewhat higher Both classes of consumers are re- 
quired to make some sacrifice in the interest of the Indian Steel 
industry, and the burden is distributed roughly in inverse ratio 
to the demand for each class of steel The arrangement on the 
whole appears equitable 

98 After making these adjustments the 
dutiTs ^required ^ duties on each class of steel will stand as 

follows — 


Table XX 



British 

steel 

Rs per ton 

Continental 

steel 

Rs per ton 

19 

30 

26 

37 

20 

36 

35 

50 


In the following table the fan selling prices of steel in India are 
compared with the duty paid prices of imported British and Conti- 
nental steel : — 

Tabje XXI 


Black shset . 


Continental 

steel 

Rs per ton 
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99 It IS now necessary to desciibe the remaining syste'm by 
Description of the which the necessary amount of protection 
weighted average system can be secured to the Indian industry. Our 
of duties general method remains the same, the differ- 

ence between the fair selling price of Indian steel and the imported 
price of foreign steel being still the measure of the protection re- 
quired. But in this case, a single sc.ile of duties is proposed, by 
selecting as the imported price of foieign steel a figure intermediate 
between the import prices of Biitish and Continental steel The 
principle followed in detei mining the impoit price is as follows 
The proportion which the Steel Company’s sales of Standard material 
may be expected to bear to its sales of non-standard steel during 
the period of protection is first ascei tamed, and the aveiage import 
price of foreign steel is determined with leference to this piopor- 
tion Following this system of calculation we amve at the duties 
shown below — 


Table XXII 


I 


— 

Fail selln i? 
price 

Bs pei t>ii 

i 

1 

1 

j W( iglited average 

1 iDipoit puce 

1 \Mthout (1 ity 

1 Rs 1 ei ton 

iBiity rcqniied 

I Rs per ton 

1 

Structlual sections 

120 

95 

1 

25 

Bais 

1.9 

91 

35 

Plites 

i;i3 

107 

2t. 

Black sheet . 

183 

128 

55 


The duty paid prices of impoiied British and Continental steel will 
then be as follows — 


Table XXIII 


— 

Bniish steel 

Rs pel ton 

1 Continental 
steel 

Rs per ton 

S^tructural sections 

129 

111 

Bai s . . 

143 

125 

Plates 

141 

118 

Black sheet • • . . . 

i 

00 

177 
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100* We are now in a position to consider the relative merits of 
xxT j file two schemes The weighted average sys- 

examined duties has the advantage of simplicity 

in administration. With a single scale of 
duties for steel from all sources, inquiries as to the country of ex- 
port or of manufacture become unnecessary, and delay in the 
Customs department is reduced to a minimum On the other hand, 
it must be recognized that an estimate of the Steel Company’s pro- 
bable sales of Standard and non-standard material during a jperiod of 
seven years, is not a very secure foundation on which to build a sys- 
tem of duties. Ill our original scheme of protection, uniform duties 
were recommended on the weighted average systein, and within a 
few months of the imposition of those duties, it appeared, that in 
consequence of the heavy fall in Continental steel prices the propor- 
tion of the Steel Company’s sales against Continental material was 
much greater than the propoition assumed by us in calculating the 
duties, and to this extent the duties recommended weie inadequate. 
While we do not anticipate price movements of the same magnitude 
as those which have occurred in the past three years, it is impossible 
to foresee all the factors which control the sale of steel, and it may 
well be that changes in the demand for steel or greater internal 
competition such as might result from the construction of a new steel 
works in India, may disturb the proportion of the sale of Indian 
Standard and non-. tandard material In such an event, uniform 
duties based on the weighted average principle will fail to maintain 
that degree of protection at which we aim 

101 It IS obvious that a system of uniform duties will impose a 
heavier burden on the consumer of Standard 
nf Standard British or Indian steel than would be im- 

posed under a system of differential duties, 
and although, with the greater approximation of British to Conti- 
nental prices, this burden has somewhat declined, it will appear that 
the amount is still appreciable A reference to Tables XXI and 
XXIII will show that the puce of British steel after payment of 
uniform duties would be highei than under a system of differential 
duties, by Rs 6 per ton for structural sections, Rs 9 per ton for bars, 
Rs. 6 per ton for plates, and Rs 20 per ton for black sheets We 
attach considerable impoitance to this aspect of the case, because 
the general user of steel has no oiganization by which, when Conti- 
nental steel IS ceitifiecl to be of British Standard, the value of the 
certificate can be checked If, therefore, he wishes to use British 
Standard steel, he must use steel of either Indian or British manu- 
facture Ordinary Continental steel imported into India is less re- 
liable in quality, accuracy of rolling, and strength, than British 
Standard steel, and is for this leasoii unsuitable for use in the con- 


struction of large buildings, bridges, and other works, in which any 
defect may seriously endanger public safety Any measure, there- 
fore, calculated to discourage the use of British Standard steel, save 
in so far as this is essential for the piotection of the Indian industry, 
is clearly undesirable. A system of uniform duties would involve an 
increase in the cost of rolling stock, railway bridges, and other 
constructional work Irrigation and water supply schemes would 
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be more costly, and industrial development would be affected, since 
factory construction would be more expensive Municipal corpora- 
tions, in particular, undertake many works in whicb the use of 
Standard steel is essential As examples we may refer to the recent 
construction of a large steel water main by the Bombay Corporation, 
and the project for the replacement of the Howrah Bridge In all 
such works, a system of uniform duties would necessitate additional 
expenditure Nor can we overlook the fact that the Steel industry 
IS a basic industry and any unnecessary increase in the price of 
Standard steel will raise the cost of the raw material of other Indian 


industries. This in turn necessitates an increase in the compensa- 
tory protection required by industries using Standard steel and a 
further burden is thereby thrown on the consumer The fabricated 
steel industry affords an example in point. A higher duty on plates, 
bars, and sections, necessitates a corresponding duty on imported 
fabricated steel, and this will affect the price of both Indian and 
imported fabricated steel 

102 In the manufacture of machinery the quality of the steel 
Uniform duty tends to used IS of the utmost importance, and it is 

discourage manufacture of desirable that the duty on Standard steel 
machinery in India should be kept as low as possible The 

supply of cheap machinery is an essential condition of industrial 
progress, and for this leason the grant of protection to manufac- 
turers of machinery to compensate them for the higher price of 
steel under a protective tariff, is likely to present serious difficulties 
At the same time, it is obviously disadvantageous to penalize the 
manufacture of machinery in India by the imposition of higher 
protective duties than are absolutely necessary, and to this extent 
a system of uniform duties would tend to retard industrial develop- 
ment in this country Further, if Continental steel is sold in India 
at very low prices, the Indian industry may be forced in self defence 
to lower its standards and, the quality of Indian steel might, in 
consequence, deteriorate 

103 It may, however, be urged that the additional burden on 


Burden on the consumer 
of non-standard steel 


the user of British steel, is at least counter- 
balanced by the lower price of Continental 
steel, as indicated in Table XXIII We are 


not, however, satisfied that the consumer of Continental steel would 


benefit so much as might appear at first sight Apart from such 
factors as a general slackening of the up-country demand for steel, 
it IS obvious that in the absence of free competition, there is nothing 
to prevent the price of Continental steel from approaching that of 
steel of Standard quality It cannot ordinarily rise above the point 
where it would be more advantageous for the consumer, in view of 
the difference in quality between the two classes of steel, to purchase 
steel of Standard quality at a correspondingly higher price The 
money value of this difference we have estimated at Rs. 7, and it 
follows, therefore, that the British price of Standard steel, less Rs 7, 
practically sets the limit to the possible increase in the market price 
of Continental steel above the import price The margin between 
this limit and the import price, as shown in Table XXIII, is larger 
under a uniform sy&tem of duties and it seems to us not improbable 
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that the apparent advantage to the consumer of Continental steel 
under this system may meiely result in larger profits to the dealer 
We have leceived evidence that in other port towns competition is 
more limited and less severe than in Calcutta — where it is accen- 
tuated by the sale of the Steel Company’s products — and that the 
general level of prices of Continental steel is higher. Under exist- 
ing circumstances, therefore, it appears that the consumer does not 
gain the advantage of the full difference between the duty paid price 
of Standard and Continental material in every part of the country 


104 We now turn to a considei ation of the system of differential 
duties Some additional complexity in ad- 
d„&xammed inistration in the Customs Department 

must necessaiily result But the evidence 
given by the (^ollerioi of (histoms, Calcutta, indicates that the ad- 
ministrative difficulties aie not so ^reat as were supposed at the time 
when we submitted out second repoit on the Steel industry The 
present prices of imported British steel, on which our proposals are 
based, already refiect to a verv large extent the economies rendered 
possible by the use of semi-fimshed Continental material No in- 
vestigation, therefore, appears to be required into such questions as 
whether sheets or bars rolled in England from Continental sheet bar 


or billets, should be ideated as of British origin Further, the gap 
between British and Continental prices has now narrowed consider- 
ablv There is, thus, less inducement for exporters to re-ship Con- 
tinental steel from Biitisli ports, thereby incurring additional char- 
ges on account of freight, etc We are satisfied, therefore, that a 
system of differential duties is not impracticable from the admini- 
strative point of view, and we believe that no undue delay or ob- 
struction to trade will result 


105 It may be urged that a system of differential duties in the 
foim suggested involves the adoption of Im- 

Preference considered®"*’ penal Preference in relation to steel In the 
sense that our proposals necessarily imply a 
definite decision on the question of policy, such a statement of the 
case is incorrect In our chapter on the price of imported steel, we 
have already explained that while we have some grounds for con- 
fidence in the stability of future priees of imported British steel, the 
future price of Continental steel is wholly uncertain We contem- 
plate that in the proposed vscbeme of differential duties, the duties 


on British steel will be definitelv fixed for the period of protection, 
and those on Continental steel will be liable to variation At what 


point the prices of Continental steel will stabilize, and whether there 
will then be any difference between the duties imposed on Continental 
and British steel, are matters which depend on the future play of 
economic forces, and which cannot therefore be foreseen But in 
any event, we feel that we are not concerned with the political aspect 
of the case Our enquiry is confined to economic issues, and if a 
system of differential duties is desirable in the interests of India on 
economic grounds, for the adequate protection of Indian industries, 
and for a fair adiustment of the burden involved, we do not feel 
debarred by political considerations from recommending it. 
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106. We have now examined the relative advantages of the two 
System of differential possible methods of determining the duties 
duties adopted for sec- on those products in regard to which the 
tions, bars, plates and Indian industry has to meet competition both 
® from the United Kingdom and from the Con- 

tinent,, and we have no doubt that a system of differential duties 
affords, on the whole, the best solution of the problem before us 
It is now necessary to decide the exact foim which the duties should 
take It IS obviously possible to impose two separate scales of duties, 
one applicable exclusively to the United Kingdom and the other to 
the Continent But such an arrangement would tend to obscure the 
real position We consider it important to promote a sense of con- 
fidence in the stability of the Steel industry m India, and for this 
purpose it IS desirable that the industry should be assured of at 
least a minimum amount of protection, not sub]ect to variation 
during the period for which the scheme is adopted We therefore 
propose that steel from all souices should be 8ub]ect to the duties 
vshown in Table XX as applicable to British steel, but that in addi- 
tion there should be imposed on steel coming from countries other 
than the United Kingdom duties equivalent to the difference between 
the two scales of duties shown in Table XX Since the import of 
steel into India from elsewhere than Great Britain or the Continent 
is negligible, the additional duties will in practice be imposed almost 
exclusively on Continental steel 


Duties recommended 


107 The duties which we recommend maj 
now be tabulated as follows — 


Table XXIV 



Rails 

Fishplates 

Galvanized sheets 


Sleepers 

Structural sections 
Bars 

Plates • 

Black sheet • 


Basic duty 

Rs per ton. 

Additional 

duty 

Bs per ton. 

13 

Ad valorem duty ac- 
cording to revenue 
tanff, minimum 

Rs 6 

•** 

38 (if dutj on 
spoltei IS retained) 

... 

30 (if duty on 
spelter 18 removed) 

• 

10 

** 

19 

11 

26 

11 

20 

10 

35 

24 
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If during the period of protection, rails, fishplates, galvanized sheets, 
or sleepers should be imported from the Continent at prices lower 
than those underlying the basic duties, — a contingency which we 
regard as most improbable — and the position of the Indian industry 
is thereby jeopardized, additional duties should be imposed on such 
products, when imported from elsewhere than the United Kingdom. 

108. We have explained in a previous chapter that, in oui 
opinion, the future price of imported British 
tionarduties^^^ relatively stable, and that such 

fluctuations as may occur in either direction 
will tend to cancel out in the course of the seven year period, and 
are not likely to disturb the general scheme of protection We con- 
template, therefore, that the duties calculated on the import price 
of British steel should be regarded as basic duties, not subject to 
alteration unless, on an enquiry held not earlier than the year 1933- 
34, it IS decided that the duties should either be removed or modified 
On the other hand, the future prices of Continental sections, bars, 
plates, and black sheets, are extiemely uncertain, and it is impossible 
to foresee at what level they will finally settle, when the exchange 
variations have been eliminated and the effect of the European steel 
combinations has manifested itself We propose, therefore, that 
the Government should be empowered to vary the additional duties 
on bars, sections, plates, and black sheet, upon an examination of 
import prices We fully realize the trade objections to frequent 
changes in duties, but in the present conditions we consider some 
variation in the tariff unavoidable, and the disturbance to trade 
will be more limited under a differential than under a uniform sys- 
tem of duties Moreover, it is not proposed that the provision re- 
garding these additional duties should operate when variations in 
price are small or of a temporary character, such as result from 
ordinary fluctuations of market conditions. 

109 Before concluding this chapter we think it necessary to draw 
attention to a matter of some importance in 
of^ts^fSi ^^onnection with the duty which we have pro- 
posed on medium and heavy rails Of the 
average annual production of finished steel 
during the period of seven years for which we have proposed protec- 
tive duties, we estimate that two-fifths will be produced bj^ the 
Steel Company in the form of rails and fishplates It is obviously 
a matter of grave importance to the industry that nothing should 
occur which might render the protection on rails ineffective The 
duty on rails of Rs 13 per ton, which we have proposed, is very 
low, and the cost of production on which it is based presupposes 
that the industry obtains orders suflScient in each year to enable it 
to work up to its maximum rail output We estimate that the 
average annual rail output of the Tata Iron and Steel Company will 
not exceed 200,000 tons during the next seven years and if a duty 
of Rs. 13 per ton only is imposed on rails, it is essential that the 
Railway Administrations should arrange to purchase the whole of 
their requirements of rails in India so far as they can be produced 


Importance a 
pany disposing 
output of rails 
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in the country. The for. fair selling price of rails at Jamshedpur 
IS so low, namely Es. 110 a ton, that the Indian railways as a whole 
would undertake no great sacrifice if any purchased the Company’s 
output of rails on the average at this price. A reduction in the 
orders of rails by some 40,000 or 50,000 tons would raise the cost of 
production by several rupees, and if the Government are unable to 
arrange with the Eailway Administrations that orders are placed 
for the whole of the Company’s production of rails, a substantial 
increase in the duty should be made 

110 The duties which we recommend may now be compared with 
Comparison of our pro- existing duties and the resulting duty- 

posals with existing paid prices of imported steel with those con- 
scheme templated in our First Eeport 


Table XXV 


Product^ 

Duties now RECOMMbNUED 

Existing duties 

I 

Basic 

Rs per ton 

Additional 

Rs per ton 

Rs per ton. 

Bails 

. 

. 

13 

. . 

14 p^us bounties* 

Fishplates 




• 

u 

Structural Feotio'i'^ . 



19 

11 

30 

Bars 



26 

11 

40 

Plates . 



20 

16 

30 

Black sheets . 

. 


36 

24 

30 

Galvanized sheets . 

• 

• 

38 


45 


It will be seen that the import duties on all forms of steel have been 
reduced except on sections and plates of non-Bntish origin and on 
black sheets from all sources But the reduction of duties is not 
the full measure of the reduction of the burden on the country as 
a whole which the protection of the Steel industry has involved 
The payment of bounties is completely dispensed with under our 
proposals. The importance of this will be realized from the fact 
that the total amount of the bounties paid on rails and fishplates 
and on steel ingots between the 1st April, 1924 and 31st March, 
1927, will probably be Es 209 lakhs 

111. Although the whole of the protection required will be given 
under out scheme by import duties, and not 
Bt^l^prices* proposals on partly by duties and partly by bounties as at 
present, the future level of steel prices in 
India should be lower than at any time during the operation of pro- 
tection — or indeed since the end of the Great War. The following 
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table gives the duty-paid prices of imported steel landed in India 
For the purpose of comparison we must assume that the proposed 
duties will be fully reflected in the price of imported steel. 


Table XXVI. 


— 

Duty paid prices (Rs per ton) 

Under existing duties : 

Averages for Biitish 
and non -Brit* ih '-tcels 

Under proposed duties. 

1923 24 R-timate 

British 

Non British 

Raih • 


. 


118 


Structural ectioih , 

. 


IT") 

121 

116 

Bdr** 



’80 

114 

125 

Plates . . . 

• 

. 

180 

135 

128 

B’ack ‘•hcf 1 h , 

. 

. 

230 

188 

181 

GaVanized sh« ets , 

• 

• 

345 

278 

•• 


The prices of rails should thus be at leavst Rs 35 per ton lower than 
the price three yeais ago, while the corresponding fall in the prices 
of the other products will average about Its 50 per ton 
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Detailed recommendations regarding protection of 

rolled steel. 

112. We must now discuss iii detail the application to individual 
Principles underlying products of the scales of duties recommended 
detailed recommenda- m the last Chapter Our proposals in this 
part of the report are concerned only with 
rolled steel in the form m which it is manufactured by the Tata 
Iron and Steel Company We reserve for separate consideration 
the claims of induvstries using rolled steel and the effect of our 
proposals on these industries In considering the detailed applica- 
tion of the duties now recommended we are guided by two principles 
to which we have referred in our earlier reports First, that the 
protective duties should not be applied to steel which is not manu- 
factured in India, nor to those forms of steel the manufacture of 
which in India does not at present justify protection Secondly, 
that the scheme of protection should include those forms of iron or 
steel which though not manufactured m India might be used in 
substitution for protected classes of steel unless the duty was suffi- 
ciently high to make the substitution unremunerative In our 
consideration of the application of the duties to individual products 
we have had the advantage of exfnmning the Collector of Customs, 
Calcutta, who brought to our lu.tice such difficulties in adminis- 
tration and classification as have been found to arise during the 
operaiion of the piesent protective duties The detailed recom- 
mendations put forwaid in the following paragraphs are shown in 
the draft sections of the Taiiff Schedule which are printed as 
Annexure B to this report 

113 The rails to A\hich the hasm dutv of Bs 13 per ton should 
apply are railway rails weighing 30 lbs and 
Rails heavy and light vard, as classified in the schedule* 

.nd fishplates “Eailway track material” Rail, 

under 30 lbs per yard are rolled in bar mills and are very little 
used by railways, being mainly used by private consumers The 
cost of production and the prices of light rails are similar to those 
of bars and we, therefore, propose that the duties should be the same 
We accordingly recommend that, as in the present protective scheme, 
rails under 30 lbs should bear the same duties as bars, namelv, a 
basic duty of Bs 26 and an additional duty of Bs 11 per ton Fish- 
plates for rails 30 lbs and over, are, under the existing scheme, 
subject to the same duty as the rails, but as we propose a different 
duty, 1 e , the revenue duty fat present 10 per cent ) or Bs 6 per ton 
whichever is higher, they should now be entered separate! v in the 
schedule Fishplates for rails under 30 lbs should, on the other 
hand, bear the same duty as the rails under 30 lbs , that is to say, 
a basic duty of Bs 26 and an additional duty of Bs 11 per ton 


* The schedule referred to in this Chapter is the Tariff Schedule for the year 
1926 and not the Statutory Schedule to the Indian Tariff Act, 1894. 

( 63 ) 
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Tramway rails and fishplates are at present admitted at duties of 
10 per cent ad valorem. It has been pointed out to us that entry 
under this description has been claimed for light rails of the kind 
intended to be protected It is therefore desirable, in order to pre- 
vent evasion of the protective duty, that tramway rails should be 
defined as having grooved heads, and that only such rails and the 
fishplates adapted for them should be allowed to enter at the revenue 
duty. It has been suggested to us by the Collector of Customs, 
Calcutta, that all the items now classified as ‘‘ Railway track mate- 
rial ” under the general head Steel ” be transferred to the general 
head Iron or Steel ’’ as wrought iron articles of some of these 
kinds are sometimes imported for the same purposes as steel articles. 
We recommend that this change be made and that a similar change 
be made in respect of tramway material. 


114. Structural sections are at present classified under Steel 


Structural sections 


tions are at present ciassmea unaer oteei 
in the schedule as ‘‘Angle and tee, all other 
sorts, and beam, channel, zed, troughplate. 


piling and other structural sections,” the only sub-division being 
into “not fabricated” and “fabricated ” No alteration is re- 


quired in this classification except that “ troughplate ” should be 
altered to “ trough ” and that the words “ sections not otherwise 
specified ” be substituted for the words “ structural sections ” The 
duties we have proposed for structural sections (namely, Rs 19 per 
ton basic duty and Rs 11 per ton additional duty) should be applied 
to the “ not fabricated ” class under this entry Our proposals for 
duties on fabricated sections are made in Chapter X The signi- 
ficance of the words “all other sorts ” in the description is that steel 
angle and tee, if galvanized, tinned or lead-coated, are entered sepa- 
rately in the schedule and are not subject to protective duties. 
Protection is not required against these kinds of sections, which are 
distinctly more expensive than those with which we are dealing, 
and we propose no change. 


115 The present protective duties on steel bars and rods affect 
only those kinds described as “ common 
merchant, and bar and rod designed for the 
reinforcing of concrete ” The experience of the last two years 
has shown that the interpretation of the phrase “ common mer- 
chant bar ’ ’ has not been free from doubt It has been brought 
to our notice, for example, that bars made to comply with a 
particular specification may be regarded as not falling within the 
description “ common merchant bars ” It is, therefore, neces- 
sary to avoid the use of the phrase “ common merchant ” and to 
define more precisely the kind of bar and rod to be protected, and 
also to exclude those kinds for which protection is not required. 
We recommend that the following be substituted for the entry 
quoted at the beginning of this paragraph : — 


“ Bars and rods of kinds or qualities other than alloy, crucible, 
shear, blister or tub steel if having, after being norma- 
lised, a Brmell hardness number not exceeding 200 and 
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if of the following shapes: — rounds not under ^ inch 
diameter ; squares not under ^ inch side ; flats other than 
those which are either {a) under 1 inch wide and not over 
^ inch thick, or (6) not under 8 inches wide and not over 
j inch thick; ovals if the dimension of the major axis is 
less than twice that of the minor axis; shapes designed 
for the reinforcing of concrete if the smallest dimension 
IS not under ^ inch/^ 

Such bars should be subject to a basic duty of Rs. 26 per ton and an 
additional duty of Rs 11 per ton Our reasons for the exemptions 
indicated in the above entry are that these kinds of bars and rods 
are either not made in India or are made on too small a scale to 
justify protection or that their protection would raise the cost of 
certain essential articles, for example, alloy steel bars for cutting 
tools, without corresponding advantage to the Indian Steel industry. 
No change is required in the treatment of bars and rods at present 
classified as planished or polished including bright steel shafting ’’ 
and as ‘‘ galvanized or coated with other metals The remaining 
item at present in the schedule, viz , ‘‘all other sorts not otherwise 
specified ’’ should still be retained As a consequence of the defini- 
tion of the protected bais, the words “ if not specified under the item 
‘bars and rods’ ” should be added to the description of the existing 
item “ steel for springs and cutting tools.” 

116 Plates are at present classified in the schedule under the 
Plates main head “ Iron or Steel ” The duties in 

this part of the schedule thus apply not only 
to steel and wrought iron, but also to cast iron plates No protection 
13 required against these latter as they are not likely to be used to 
any appreciable extent in substitution for steel plates. It should, 
therefore, be made clear that none of the protective duties apply to 
cast iron plates. The only other change in classification which we 
propose IS that chequered plates, which now form a separate item, 
should be included among the protected kinds, as chequered plates 
do not cost substantially more than plain plates and might be used 
in substitution if the duty remained at 10 per cent on a low tariff 
valuation as at present We propose, therefore, that a new item 
“ cast iron ” should be inserted in the schedule, the duty being that 
applicable under the revenue tariff, that the item “ chequered ” be 
omitted and that the item to which the protective duties, namely, 
basic duty Rs 20 per ton and additional duty Rs 16 per ton, are 
to apply, be amended to read “ ship, tank, budge and common 
including chequered, not fabricated and cuttings of such plates ” 
The duty on plate cuttings was, as a result of our First Report, made 
protective at a rate of Rs 5 per ton lower than the rate on ordinary 
protected plates, but we now find that entry is being claimed under 
the lower duty for cuttings of such sizes that they might reasonably 
be regarded as ordinary plates. In the absence of any satisfactory 
definition of the term “ cuttings,” the Customs Department expe- 
riences difidculty in classification ; in order to prevent evasion of the 



CHAPTfiil Vlt. 


protective duties we recommend the inclusion of cuttings with the 
plates to which the full duties should apply. 

117. Iron and steel sheets not fabricated under ^ inch thick, other 
, than galvanized, are at present classified in 

ac s ee a schedule as (a) ‘ ^ black, whether corru- 

gated or flat,’’ (b) ‘ 'cuttings” (black), (c) "annealed which have 
been either cold rolled, smoothed (including planished), pickled or 
cleaned by acid or other material or process,” and (d) " other sorts 
including cuttings,” protective duties being applied only to (a) 
and (b) The definition of (c) appears to have given rise to con- 
siderable difficulty of interpretation by the Customs authorities and 
since we are proposing an increase of the duty on piotected sheets, 
It is possible that the non-protected sheets described in (c) might be 
used in substitution for the kinds of sheet which should be protected 
We therefore recommend that definition (c) be omitted from the 
schedule and that the protective duties be applied to the sheets at 
present classified under this head The only kinds of sheet which 
should remain outside the scope of the protective duties are those 
which are coated with metals other than zinc Such coated sheets 
and cuttings thereof should be subject to the revenue duty only 
Cuttings of protected sheets are at present subject to a protective 
duty of 15 per cent which was regarded as the equivalent of the 
specific duty on protected sheets On the same giounds as those 
which we have stated in connection with plate cuttings we now le- 
commend that sheet cuttings be subject to the specific protective 
duties. The only entries required (other than for galvanized sheets 
and cuttings) in accordance with our recommendations would be 
sheets " coated with metals other than zinc, and cuttings of such 
sheets,” the duty to be the revenue duty, and " all other sorts in- 
cluding cuttings not otherwise specified,” the duties to be Bs 35 
per ton basic, and Bs. 24 per ton additional 

118. Galvanized sheets, not fabricated, are at present desciibed 

^ . as " galvanized sheets whether corrugated oi 

Gr8ilV8iniZ6d Sn66ts U j. f y 1 ‘Ui.i, i-j. Jj. 

flat and are subject to a protective duty 
of Bs. 45 per ton. Galvanized sheets are, however, imported in 
shapes other than corrugated or flat, eg,, roof-ridgmg. In view 
of the extent to which the Indian output of galvanized sheet must 
be raised and of the lowering of the duty, we recommend that the 
protective duty be applied to " galvanized sheets, all kinds and 
shapes produced by rolling or pressing, including cuttings of such 
sheets,” and that the duty be Bs 38 per ton if the duty on spelter is 
retained and Bs 30 per ton if it is removed Our reason for recom- 
mending that galvanized sheet cuttings be subjected to the same 
specific duty as the sheets is the same as that which we have given 
for the similar recommendation in respect of other cuttings 

119. Under the main head " Iron or steel ” in the Tariff sche- 

, dule IS an entry " discs and circles.” These 

Discs an circ es articles, when cut from plates or sheets of 

the kinds to which the protective duties apply, are subject to the 
same duties as the material from which they are cut. Although the 
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Tata Iron and Steel Company informed us that it does not intend 
to continue the manufacture of circles, the exemption of these 
articles from protective duties would probably reduce the demand 
for plates and sheets made in India from which such circles are cut. 
We, therefore, recommend that the same duties be imposed on discs 
and circles as on the kinds of plates and sheets from which they are 
cut The item ‘‘ not galvanized ’’ will need sub-division owing to 
the proposed difference between the duty on plates and that on 
sheets 


120 We have leconimended that steel sleepers be subject to a 

, protective duty of Rs 10 per ton. Keys 

Steel sleeper® i 

^ and distance pieces tor these sleepers should 

be subject to the same rate of duty If Railway track material ” 
IS put under the head Iron or Steel ’’ it will be necessary to intro- 
duce a fresh item for cast iron sleepers, the duty to be the ordinary 
revenue duty. 

121. In paragraphs 117 — 119 of our First Report we explained 
Wrou ht Iron possibility of the substitution of wrought 

® iron for steel bars, angles, channels and tees 

if the duties on the former were much lower than those on steel, and 
we recommended that the duties on the common qualities of wrought 
iron should be raised We still consider such a measure necessary 
if our proposals for protection are to be effective Wrought iron 
bars of common quality were subjected to a specific duty of Rs 35 
per ton, t e , Rs 5 per ton less than on steel bars We are informed 
by the Collector of Customs, Calcutta, that the difference between 
the duties on wrought iron and those on steel has caused difficulty 
in administration, entry being frequently claimed for steel at the 
rates applicable to iron We recommend, therefore, that the duties 
on ‘‘ protected ’’ wrought iron be made the same as those on pro- 
tected steel. Common wrought iron bars, of the shapes described 
in paragraph 115 above as those to which the protective duties on 
steel bars should apply, should therefore be subject to a basic duty 
of Rs 26 per ton and an additional duty of Rs 11 per ton Wrought 
iron angles, channels and tees not of crown or superior qualities and 
not coated with other metals are at present subject to a specific duty 
of Rs 20 per ton, t c , Rs 10 less than that on steel sections For 
the reasons given above, we think that this difference should not be 
retained, and we therefore recommend that unfabricated wrought 
iron angles, channels and tees not of crown or superior qualities and 
not coated with other metals be subject to a basic duty of Rs 19 per 
ton and an additional duty of Rs 11 per ton No changes are re- 
quired in the other items entered in the schedule under the mam 
head Iron.’’ 
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Representation of the Tata Iron and Steel Company. 


122. Although throughout the course of our enquiry we have 

Q. , « , , constantly borne in mind the claims set 

Steel Company s cla.ms Company 

in its application for enhanced protection, it has not been possible 
to consider each point in the representation separately without 
unduly interrupting the thread of our argument At the same time, 
the discrepancy between the claims of the Company and the duties 
recommended by us is so great that we think it advisable to indi- 
pate the main reasons for the differences between the two estimates 
as to the amount of protection required. The Steel Company claims 
that it should receive an average of Rs 155 per ton for its finished 
steel during the period of protection and that increased duties should 
be imposed, which, together with a bounty of Rs 20 per ton on rails 
during the earlier years, would be sufficient to secure this result We 
compare our recommendations with the Company's claims in the 
table below : — 

Table XXVII. 


1 

Steel Company’s Proposals 

Board’s Proposals 

Proposed 

price 

Present 

duty 

Increase 
in duty 

Total 

duty 

Fair 

average 

price 

Basic 

duty 

Additional 

duty 


Bs 

Rs 

Bs 

Bs 

Bs 

Bs 

Bs 


per ton 

per ton 

per ton 

per ton 

per ton 

per ton 

per ton 

Bails 

140 

14 

40 

54 

118 

13 





+ 20 








bounty 




Heavy structural sec- 

160 

30 

25 

55 

7 

19 


tions 





[ 120 

11 

Lijrht structural sec- 

165 

30 

24 

54 

) 



tions. 







Bars 

160 

40 

25 

65 

129 

26 

11 

Plates 

160 

30 

25 

55 

133 

20 

16 

Black sheets 

225 

30 

60 

90 

183 

35 

24 

Galvanized sheets 

325 

45 

40 

85 

278 

38* 







30** 


Sleepers 

140 

14 

40 

54 

115 

10 





+ 20 








bounty. 





123. At the outset, we consider it necessary to point out that the 
Basis of Company’s effect on costs of the Greater Extensions has 
manifested itself very rapidly in the current 


* If the duty on spelter is retained 

** If the duty on spelter is removed 

( 6 % ) 
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year The Company’s estimate was framed early in the yedr, while 
we have had before us the figures of costs and of output for the later 
months. We have thus been enabled to frame an estimate of future 
costs with much greater accuracy than would have been possible 
jn the information available at the time when the Company prepared 
its representation. We have already set forth in full the reasons for 
our recommendations and it remains, therefore, to indicate briefly 
the grounds on which the Company’s application for enhanced pro- 
tection was based and the reasons why we consider that its claim 
has not been substantiated It will be convenient to examine the 
application under two main heads, viz , works costs and the provi- 
sion for overhead charges and profit 

124 The Company has estimated the future average works costs 

, of finished steel at Rs. 100 per ton with the 

plant remaining as at present. But in cal- 
culating the duties required a works cost of Rs 103 76 has been 
assumed * This figure represents the Company’s estimate of the 
works costs which will be attained in 1927-28. A consideration of 
the cost sheets for 1926-27 clearly shows that the Company’s esti- 
mate has been framed on over-cautious lines, for example, the 
aveiage costs for August were Rs 5 per ton lower than the figure 
assumed by the Company Moreover the production in 1927-28 is 
likely to exceed the 390,000 tons on which the Company bases the pro- 
posed duty But apart from inaccuracies of this nature, the method 
adopted by the Company is clearly defective The additions and 
extensions to the existing plant, to which reference has been made 
in Chapter III, will begin to come into operation about the end of 
the year 1927-28 and the Company’s estimate of the duties required 
Ignores the increase in production and the economy anticipated 
from these improvements Nor has allowance been made for 
economy in fuel, labour, stores and supplies, though in the course 
of the enquiry the Company’s lepreseiitatives admitted that the 
savings suggested by us under these heads were practicable 

125 The Company has estimated the chaiges on account of ovei- 
Overhead charges and head and profit at Es 55 per ton in place of 

the figure of Rs 57 37 per ton taken in oiii 
first report and Rs 39 per ton as now proposed There are two 
assumptions underlying the Company’s calculations, viz , (1) that 
the replacement value of the Company’s fixed assets is not below 
that made by us at our first enquiry, namely, Rs 15 crores, and 
(2) that the output of the Company on which the overhead and 
profit have to be realized will be about 420,000 tons As regards 
the first assumption, we have already given our reasons for assessing 
the replacement value of the Company’s fixed assets at Rs 12 J 
crores, and as for the second assumption, it is sufficient to 
point out that even the Company’s first estimate of production 
places the total output in 1933-34 at 560,000 tons, while the average 
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over the seven years 1927-28 to 1933-34 on the same estimate 
amounts to 486,000 tons 

126. These are the main reasons for the wide divergence between 
Differences mainly the duties claimed by the Company and 

result of divergence in those recommended by us. Among less 
important reasons, reference may be made to 
the fact that some of the import prices assumed by the Company 
are lower than those taken by us. On the other hand, our estimate 
of the protection required has been somewhat raised by adjustments 
on account of internal freights and the production of defective mate- 
rials and cuttings, which the Company has not taken into considera- 
tion. It will be seen that the Company bases its claim not merely 
on different figures from those which we have adopted, but also on a 
different view of the policy to be followed. The Company estimates 
the amount of protection required on the basis of figures of costs and 
production early in 1926, and claims that it should receive m addi- 
tion all profits resulting from increased pioduction or economies in 
the future. On this view the question of future costs becomes of 
less importance and it is perhaps for this reason that in the Com- 
pany’s representation, the subject has not received the attention 
which it deserves But this is a view which we cannot accept, in 
estimating the price at which the Indian manufacturer may reason- 
ably be expected to sell his steel, it is essential that account should 
be taken ot the probable reductions in the cost of manufacture. In 
the course of the oral examination, we have explained our views in 
this respect and have received all possible assistance from the Com- 
pany’s representatives in estimating the probable costs of steel 
manufacture duiing the next seven years. Our estimates of costs 
and production are based largely on the figures supplied from time 
time by the Company’s representatives and an examination of the 
evidence will show that our conclusions on the most impoitant points 
have already been accepted by the Company 

127 We believe that the scheme now proposed will, on the 
aveiage, confer adequate piotection on the 
Boards industry during a peiiod of seven yeais 
commencing from the Ist April, 1927, pio- 
vided that the Steel Company carries out its piogiamme of deve- 
lopment, attains the expected output, and secures the economies 
which we have indicated in Chapter III These are results which, 
we believe, it is within the power of the Company 1o attain We 
estimate that the total surplus over the works costs lequired to 
meet the overhead charges and profit, is Rs 194 4 lakhs per annum, 
but this is an average for the whole period of piotection, and it 
is clearly necessary that the scheme should afford sufficient pio- 
teition during the initial yeais, when the works costs are highei 
and the output smaller than the average. We have, therefore, 
paid particular attention to the probable financial results of the 
scheme during the early years. There are two circumstances which 
would justify the expectations of somewhat higher profits at the 
commencement of the period than the probable output and costs 
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would indicate, viz,, the probability of lower coal prices than we 
have assumed as the average and the fact that the amount of pig 
iron available for sale will be larger in the first half of the period 
since less will be required for the manufacture of steel It seems 
to us undesirable to publish a definite estimate of the profits, but we 
have satisfied ourselves that the receipts will be sufficient to cover 
the works costs and the overhead charges (including a sufficient 
allotment to depieciation to meet the expenditure on the develop- 
ment scheme) and to leave a substantial margin for return on 
capital. 


128. While the Tata Iron and Steel Company has stated that it 

Penod of protection expects to be able to dispense with protection 
_ at the end oi seven years, it has suggested 

that protection should be granted for ten years to ensure the stabi- 
lity and expansion of the industry Although we are confident 
that the industry will ultimately be able to dispense with protection, 
the time within which this result can be achieved must depend on 


economic causes which cannot be foreseen Any estimate 


of the figures necessary for a valid conclusion on this point must 
in the nature of the case present insuperable difficulties and it is 
inadvisable, therefore, to attempt to determine any period at the 
end of which protection should be entirely discontinued We have 
already in Chaptei III given reasons for our recommendation that 
the present proposals should remain in force for seven years In 
suggesting a period of seven years, we do not imply that the industry 
would necessarily be able to dispense with protection at the end of 
that time But the adoption of any longer period as a basis of cal- 
culation would, in our opinion, result in an ill-balanced scheme 
which would give the industry more protection at one stage and less 
at another than it requires We recommend, therefore, that it 
should be declared that the policy of protection will be maintained 
until the findings of a Statutory Enquiry accepted by the Legis- 
lature show that it IS no longer required. It should further be 


provided that no such enquiry shall be held until the year 1933-34 
129 The Steel Company’s proposal for the introduction of ‘‘Anti- 


Steel Company’s pro- dumping” legislation does not require any 
posal for anti dumping detailed discussion The claim is partly 
legislation based on the statement that the price of 

English rails offered in India has been below that at which similar 


rails have been sold to English railways. But, in accordance with 
ordinary business practice, export prices of rails and other kinds of 
steel even before the wax were lower than the home prices and we 
have discounted this feature of the European steel market by basing 
our proposals on export prices Further, the effect of the depiecia- 
tion of Continental exchanges on import prices has been met by our 
proposal of additional duties on steel of non-British origin The 
objects which the Steel Company has in view will, therefore, be 
attained without the enactment of a special anti-dumping measure. 
In any case, as we have already pointed out in Chapter VI, we 
believe that, under the existing commercial treaties, the proposal, in 
the form in which it has been presented to us, is not practicable 
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130 In our first enquiry, the Agricultural Implements Company 

^ , 1 j. 1 asked for protection for the manufacture of 

for profe?twn powrahs, kodalies and similar tools. 

Implements of this kind were at that time 
subject to the import duty of 15 per cent ad valorem applicable to 
hardware, and were not treated as agricultural implements, which 
are not subject to any duty We considered that a case for protec- 
tion had been made out and we recommended that the import duties 
on these articles should be raised from 15 to 25 per cent ad valorem. 
The Legislative Assembly, however, did not accept the proposals 
and no protection was granted. In the interval the Implements 
Company has been acquired by the Tata Iron and Steel Company 
and the manufacture of tools is now conducted as’ a department 
of the Jamshedpur works. In its application for continuance of 
protection to the Steel industry, the Company included a request 
that protection should be extended to the manufacture of these tools 
We pointed out, however, the objection which had weighed with 
the Assembly, viz , that the grant of protection might adversely 
affect the agricultural community, and the Steel Company with- 
drew this part of its application We have, accordingly, no recom- 
mendations to make as regards these implements 

131 There are other matters in the Steel Company’s representa- 

CompUints regarding which it appears necessary to refei 

pin chase of rails by cer- Serious allegations are made with reference 
ta.n railway* puichdse of rails against some of ihe 

Comp any- worked railways We quote the following extract fiom 
enclosure No 8 to the written representation — 

We do not think, however, that the industry in this countiy 
has been treated faiily by the lailways concerned in 
connection with these orders It seems obvious that our 
quotations have from time to time merely been used by 
them in order to obtain lower prices in England from 
English manufacturers Simultaneous tenders have not 
been called for nor h«ave the railways concerned made 
any effort to assist us in this matter On the contrary, 
on the expiry of these contracts, fiom which they derived 
such great benefit, they and their Consulting Engineeis 
have, so far as we can see, done everything possible to 
diveit these orders to England and to prevent our obtain- 
ing Ihem For the first time we have had serious com- 
plaints as to the quality of our rails and we are informed 
that the latest specification issued by the Consulting 
Engineers, Messrs Rendel, Palmer and Tritton, defi- 
nitely states that rails made by the Basic Bessemer pro- 
cess will not be considered The only object of this is 
to exclude rails of Indian manufacture as the Basic 
Bessemer process is not used in England It is useless 
for us to complain of these matters to the railways con- 
cerned The influence of the Consulting Engineers and 
the Home Board is such that we cannot counteract it, 
but we do urge that if the industry in this country is to 
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succeed and if protection is to be of value to it, this 
tendency of the Indian railways to avoid the purchase of 
Indian material should be checked and the only way it 
can be checked, so fai as we can see, is by the imposi- 
tion of a substantial duty ” 

These allegations imputing bad faith to certain Railway Companies 
called for the closest scrutiny We, therefore, supplied all the 
railways concerned with copies of the Steel Company’s representa- 
tion, and asked for their views on the points raised We also 
examined the representatives of the Steel Company on this sub] eci 
on more than one occasion The allegation that the specification 
for rails was changed for the purpose of excluding Indian rails, was 
dropped at an early stage in the oral examination but the other 
statements have not been withdrawn We consider it a matter of 
very great regret that a company of the standing of the Tata IroL 
and Steel Company should put forward in a public enquiry charsres 
of so grave a nature which it is unable to substantiate fully 
In the oral examination it was brought out that the specification 
referred to would not exclude Indian rails from use on the railways 
concerned, while it was also ascertained that Indian rails had in 
fact been accepted We have received no evidence to suggest that 
complaints as to the quality of Indian rails were intended as a pre- 
text for refusing to purchase from the Tata Iron and Steel Company 
As regards the supply of rails to railways in the south of India 
and Burma, the Steel Company stands at a disadvantage as com- 
pared with its foreign competitors on account of railway freight 
and in our proposals we have made adiustments to compensate 
for this We believe this to be the reason why the group of rail- 
ways against which this complaint is made found it possible to 
obtain rails from England at lower rates than those quoted by the 
Steel Company *Nfor have we been able to discover any 
foundation for the allegation that the Steel Company’s quota- 
tions were used to obtain lower quotations from British j 
manufacturers The assertion that simultaneous tenders were not 
called for conveys an entirely misleading impression Before any 
tenders were obtained from elsewhere, the Steel Company was asked 
to state the lowest price at which it was prepared to supply, and it 
was only when the railways found that the price quoted was higher 
than that at which rails could be imported that they decided to call 
for tenders in Europe The Steel Company was given an oppor- 
tunity of quoting again on this call for tenders So far as the 
Burma Railways were concerned, the date for opening the tenders 
was fixed after consulting the Tata Iron and Steel Company’s re- 
presentative in London with the special object of giving the Com- 
pany an opportunity to quote and the order was lost purely on thb 
question of price 

182 It has been further alleged that since a bounty of Rs 20 pei 
ton is granted on rails of Indian manufac- 
1 ture, the loss of these orders has resulted in 

}0M of bounty on rwls Company being penalized to the extent 
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of Rs. 8 lakhs It has been ascertained, however, that with the 
present output of steel ingots, any further production of rails in 
excess of that for which orders have been received could only be 
effected if the output of other classes of finished steel were corre- 
spondingly reduced. The Company has obtained orders for 143,000 
tons of rails and additional orders may still be received ; it 
appears probable that no more rails than would be re(]^uired to meet 
these orders could be manufactured without exceeding the Com- 
pany’s capacity for production in the current year or reducing its 
output of other products. 

133. The Company also complains that the designs of railway 
Allegation in respect bridges and other structures are such that a 
of other steel comparatively small proportion of sections of 

Indian manufacture can be used in their construction It is alleged 
that It is impossible to avoid the conclusion that in many cases 
the designers have gone out of their way to design structures which 
cannot be made from steel made in India This is particularly 
noticeable in the case of designs prepared by the North Western 
Railway Whoever designed the »Thelum Bridge must have been 
determined to give Indian steel no chance ” The North Western 
Railway has denied that there is any foundation for any charge of 
deliberate exclusion of Indian steel, and after our examination of 
Ihe Steel Company’s representatives we are satisfied that there is 
no justification for such a charge 

134 Though we must record our disapproval of the manner in 
Importance of purchase which the Steel Company has thought fit to 
of Indian steel by rail- raise these issues, there is at the same time 
an aspect of the case which deserves serious 
attention The success of the policy of protection will largely 
depend upon the co-operation which the Government receives from 
railways, the largest purchasers of steel in India, and it is of the 
utmost importance that they should offer every possible encourage- 
ment to the use of Indian maienal As we have emphasized in a 
previous Chapter, it is essential that the railways should arrange 
to purchase the whole of their requirements of rails in India so 
far as they can be produced in the country The disposal 
of structural sections at present is of less importance, since 
the Steel Company has no difficulty in selling the whole 
of its output The position will, however, change rapidly 
The expansion of the industry will be largely affected by its ability 
to dispose of an increasing output of structural material and within 
a few years this question will constitute a serious problem It is 
therefore important that the railways should now undertake the 
revision of their designs for bridges, buildings and other works so 
as to facilitate the use of a larger proportion of Indian structural 
sections in the future, 
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135. In tlie previous Chapter we dealt with the claim of the Tata 
Iron and Steel Company for the continu ince 
protection But it is obvious that the 
acceptance of assistance from Government 
carries with it certain responsibilities The country is entitled tc 
denTand some guarantee that an industry of national importance 
established partly at the expense of the public revenues, should be 
prudently and efficiently managed, and that its future should not 
be endangered by any unwise dissipation of its resources Further, 
the Company’s policy in regard to such matters as the welfare of 
the labour force should be in accordance with the best modern 
industrial practice and the progressive development of the industry 
should be accompanied by an increased employment of Indians on 
the superior staff. 


136. We regard it as of the utmost importance that the Com- 
^ .. pany*s works should be maintained in a high 

precia ion state of efficiency and that the plant and 

equipment should be kept abreast of modern progress It is with 
this end in view that we have allowed in our calculation of the fan 


selling price a substantial sum on account of depreciation While 
we believe that the policy of the present Directors of the Company 
IS in general accord with our views, we can conceive of circum- 
stances in which shareholders might be tempted to subordinate the 
future welfare of the industry to immediate gain For this reason 
we think that the scheme of protection might well be accompanied 
by an obligatory provision that a sufficient sum by way of depre- 
ciation should be set aside annually and that the depreciation fund 
should be expended only for the purposes for which it is intended 
In the course of the oial examination the Company’s views on this 
suggestion were invited and we were informed at a later stage* of 
the enquiry that the proposal had been put before the Board of 
Directors and that they had accepted it 


137 Throughout our enquiry we have kept in mind the import- 
ance of securing satisfactory labour condi- 
Labour conditions at ^lons in the industry With this object in 
Jams e pur view we have inspected both the works and 

the town of Jamshedpur and we are satisfied that the arrangements 
made by the Company in this respect are not merely adequate but 
compare very favourably with those of other industries in India 
With regard to the water supply, drainage, sanitation, hospitals 
and dispensaries, open spaces and general amenities, conditions at 
Jamshedpur are of a higher standard than is general in industrial 
areas in India. The housing accommodation provided by the Com- 


♦ Oral evidence, dat^d llth Augujt 1926, 
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E ifi excellent in design and construction, but tbe number of 
3 S is admittedly not suflGlcient to accommodate all tbe workmen 
satisfactorily The Company’s plans for extensive house-building 
had to be suspended in 1922 when the acute financial depression set 
in The Company’s financial position has not improved sufficiently 
in the interval to enable the building of houses to be resumed, but 
its representatives assured us in the course of the evidence that 
building would be recommenced on a substantial scale at the earliest 
opportunity We have no doubt that during the next few years 
the shortage of houses will be made good The Tata Iron and Steel 
Company, unlike other industrial enterprises in India, has 
succeeded in settling a fairly stable labour population in *61086 
proximity to the works, and this we believe in part to be the result 
of the great attention which has been paid to the welfare of the 
workmen In this connection it is interesting to note that from the 
commencement of operations in 1912, the Company has always 
followed the policy of an eight hour day, although at that time 
the system had not been generallv accepted in the Steel industry in 
any country in Europe or America 


138 In regard to the superior staff, the Tata Iron and Steel 
Company has consistently followed a policy 

Appointment of Indians of replacing Europeans and Americans by 
to higher technical posts i ^ j t j j 

at Jamshedpur qualified Indians The progress made in the 

last three years is shown by a comparison 
of the numbers of covenanted employees {i e , Europeans and 
Americans) employed at various periods during the last four years 
The total number in September, 1924, when the covenanted staff 
was at its maximum, was 229 which by June, 1926, had fallen to 
161, a reduction of approximately 30 per cent Technical know- 
ledge of a kind special to iron and steel works is required in the 
producing departments, namely, the coke ovens, blast furnaces, steel 
making departments and rolling mills Eor several years now no 
covenanted employees have been employed at the coke ovens At 
the blast furnaces, open hearth department and old rolling mills 
which are the older portions of the plant, the number has fallen 
from 64 in 1923-24 to 47 in 1925-26 The new parts of the plant, 
namely, fche duplex plant and the new mills (excluding the sheet 
mills), have hardly been in operation long enough for any sub- 
stantial reduction in covenanted labour to be effected; the number 
employed in 1924-25 — ^the first year of full working — was 49, and 
in 1925-26 was 47. There has thus been a reduction of 17 in the 


covenanted staff in the older portions of the plant and of 2 in the 
newer portions Of the 19 places which thus became vacant, 15 
were filled by Indians and 4 were nett reductions In the sheet 
mills, where special difficulties have been experienced, 66 Euro- 
peans were employed when the work first started towards the end 
of 1924 By June 1926 this number had been decreased to 22, 
most of the posts having been taken over by Indians It will 
appear, therefore, that, although since 1923-24 the output of finished 
steel has more than doubled, India is rapidly becoming less depeuu 
ipaported labour in the manufacture of steel, 
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139 The training of Indians for employment in the more techni- 

cal and responsible work has been faci- 
Technical Institute litated by the establishment of the Techni- 
cal Institute in connection with the 
Company’s works at Jamshedpur. During the five years ending 
1925, altogether 114 men were admitted into the Institute Of this 
number, 58 are still under training while 25 have received employ- 
ment under contract with the Company. The bulk of the admis- 
sions so far have been made from Bihar and Orissa and from the 
adjacent province of Bengal, but a considerable number have also 
been admitted from outlying provinces such as Madras and the 
Punjab. It is noteworthy that the admissions have not been en- 
tirely restricted to future employees of the Company and the 
Institute is thus serving to some extent as a general centre of 
practical training in metallurgy A feature of the Institute de- 
serving of notice is its close association with the steel works at 
Jamshedpur which renders its training of special value We have 
received evidence in the course of our enquiry of the satisfactory 
level of efficiency attained by the Indian employees who have been 
trained in the Institute, and we believe that the reputation they 
are building up will accelerate the substitution of Indian for im- 
ported labour in the higher ranks of the industry 

140 If our estimates of future works costs are to be realized, it 

. will be necessary for the Company to pursue 
^Management and future ^ J 

ing the general level of efficiency and 
economy in the works Our confidence that these estimates will be 
realized is strengthened by the fact that the Directors have now 
definitely adopted a policy of this kind and expect in consequence 
to effect a considerable reduction in costs The task of electing 
the Greater Extensions and of bringing into successful operation so 
much plant and machinery of kinds previously untried at Jamshed- 
piii, has almost exclusively occupied the attention of the manage- 
ment duiing the past few years They are now in a better position to 
take in hand the question of promoting the general efficiency of 
the woiks and of reducing costs still further and we are satisfied 
that every effort is being made to handle this question success- 
fully There is one aspect of the matter, however, to which we 
think it necessary to call attention We have observed that, in 
judging the results obtained at Jamshedpur, the Company is usually 
guided by the standards prevailing in the Steel industry in 
America This attitude may perhaps be explained by the striking 
expansion which has occurred in recent years in the manufactuie 
of steel in the United States, and although the tendency is less 
marked now than at the time we held our first enquiry, we still 
think it advisable to point out that in the case of the Indian industry 
American results do not form necessarily the best basis for com- 
parison The competition which the Indian industry has to meet 
comes from Europe and not from America, and one of the objects 
which the Indian industry must keep in view is its ultimate ability 
^0 dispense with protection against European competition. 
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American Steel industry is protected by a tariff higher than that in 
force in most European countries, and its costs of manufacture are 
also generally higher It will, therefore, be more conducive to the 
interests of the Company if its own results are judged by compari- 
son with European costs and if steps are taken to keep in closer 
touch with the practice and developments m the European Steel 
industry. 

141. Our report would not be complete without some reference 
„ . • , ^ future of the Steel industry in India 

duItVmlnd^ “■ set forth at 

length the natural advantages which the 
Indian industry enjoys and which justify confidence in its ultimate 
success The quantity of iron ore ]n India is known to be very 
large and the quality compares favourably with that of deposits in 
other parts of the world Coking coal, though not so good as that 
available in other steel making countries, is still comparatively 
cheap, manganese is available in large quantities in the Central 
Provinces, while the proximity of the coal fields to the iron ore 
deposits reduces the freight on raw materials Since 1923-24 great 
progress has been made in the production of pig iron and the cost 
has fallen from Rs 36 per ton to approximately Rs 25 per ton 
Although in the same period there has been a corresponding reduc- 
tion in costs in European countries, the Indian Steel industry has 
still a great advantage over other countries in the cost of producing 
pig iron. With these initial advantages it is not unreasonable to 
expect that, in course of time, steel will be produced in India at 
least as cheaply as in other countries Great progress has already 
been made and it is probable that if the rupee prices of imported 
steel remained at the 1923 level, the industry would now require 
little or no protection The figures in the following table show that 
(allowing for freight to India) the Indian industry in a com- 
paratively short period has almost reached the stage of steel manu- 
lacture which prevailed in Great Britain as recently as 1923 


Table XXVIII. 


• 

0 1 F Landed 

DUTY, 

Price without 
, 1923. 

Adjusted 
selling price 
required, 
1027 to 1934. 


British 

Continental 


Rs. per ton. 

Es per ton. 

Rs. per ton 

Rails . . . . 

140 

... 

118 

Beams 

150 

120 

120 

Bars 

150 

124 

129 

Plates . 

153 

136 

133 

Qalvanized sheet 

300 

... 

278 

1 
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142. We have already stated otir view that no definite period can 
be fixed at the end of which it may be 
Stf/l anticipated that the Steel industry will be 

able to dispense with protection. But as an 
indication of the progress which may be expected in the Steel indus- 
try, we think it worth while to compare the fair selling price in 
1933-34 with the c.i f. landed prices of imported steel which we 
have taken as the basis of our present scheme The works costs for 
that year have already been indicated in Table X, paragraph 58, but 
the allotment per ton for overhead charges and profit will be smallei 
than the average which we have taken for the seven year period, 
since the total sum required (Rs 194 4 lakhs) will be distributed 
over the estimated production of 1933-34 (600,000 tons) instead of 
over the average production (500,000 tons) The average incidence 
per ton will, therefore, fall from Rs 39 to Rs. 32*4 Following 
the same method of allocation as that already adopted, we arrive at 
the figures for each product as shown below : — 


Table XXIX 



Output 

Works cost 

Overhead 
and profit 

Fair selling 
price for 
works 


Tons 

Ils per ton 

Rs per ton 

Rs per ton. 

Hails 

210.000 

616 

32 4 

94 

Fishplatos 

8,000 

90 

39 

I 129 

Structural sections 

96,000 

69*1 

32 9 

102 

Bars . 

100,000 

77 

33 

110 

Plates . 

36,000 

80 3 

37 7 

114 

Tinbar 

60,000 

66 4 

J9-6 

76 

Black sheets 

16,000 

122 

36 

167 

Qalvanized sheets 

47,000 

200 

43 

243 

Sleepers 

30,000 

72 

30 

102 


Adjustments must, however, be made in the f.o.r. works fair sell- 
ing prices on account of the lower works prices received for second 
class materials and cuttings and the effect of internal freight. The 
adjustinejjLts the same as those previously made except that 
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Re. 1 per ton more is allowed on account of internal freight dis- 
advantage since, with increased production, sales must be effected 
at greater distances. The resulting prices are shown in the follow- 
ing table together with the c i.f. landed prices of imported steel as 
set out in Table XVTI, paragraph 87 : — 


Table XXX 



Fair selling 
pnce 

0 I F. Prices Landfd without 

DUTY 

Biitish. 

Continental 




Rs per ton 

Rs per ton. 

Rs per ton 

Rails 



103 

105 


Fishplates 



138 

160 


Structural sections . 



103 

104 

80 

Bars 



111 

108 

90 

Plates . 



114 

115 

92 

Tmbar , 



75 

• 


Black sheets . 



166 

163 

122 

Galvanized sheets 



239 

240 


Sleepers . 



108 


106 


The above table shows that if the prices of Eiuopean steel in 1933- 
34 should be at about the level of those of the early part of 1926, 
the Indian industry would be able to meet British competition 
without the assistance of even a le venue duty, although some pro- 
tection would still be needed against Continental competition 

143 The figures which w^e have given indicate a great advance 
in the Steel industry m India during the 
Further grounds for ^ext seven years and a rapid decrease in the 
costs of manufacture But it must not be 
assumed that, at the end of the seven year period of protection, the 
costs of production of steel in India will have reached their final 
level Some increase in output from the improved plant of the 
Tata Iron and Steel Company will still be possible Further eco- 
nomies of the kinds to which we have already referred may also be 
expected and, in particular, a further reduction in the consumption 
of coal per ton of finished steel should be effected. In our opinion, 
therefore, there is good gound for confidence in the future of the 
Indian Steel industry and provided that a progressive policy is 
followed and full advantage is taken of the experience in other steel 
making countries, we believe there is no reason whv India should 
not obtain results which will compare favourably with those 
obtained in other parts of the world. 
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144. In our First Report regarding the grant of protection to 
the Steel industry, we indicated the difficulty 
Proposals adequate for (treated by the fact that there was only one 
firm in India, namely the Tata Iron and 
Steel Company, manufacturing rolled steel. In this respect 
the position has remained unchanged, and our study of the 
actual costs in India has still been confined to the operations at 
Jamshedpur But we have not ovei looked the fact that, even with 
the extensions and improvements now contemplated, the maximum 
production of the Tata Iron and Steel Company will still fall short 
of the demand for steel in India. The total import of steel in 
1925-26 was approximately 950,000 tons while the production of 
the Tata Iron and Steel Company was 320,000 tons giving a total 
of about a million and a quarter tons With the extension of the] 
railway system and the general development of transport facilities, 
some increase in the consumption of steel may be anticipated and 
though by the year 1933-34 the annual production of the Tata Iron 
and Steel Company will have increased to 600,000 tons of finished 
steel, there will still remain a large demand which must be met 
either by imported material or by the expansion of the industry 
In a basic industry of great national importance it is obviously 
desirable that so far as possible India should be self-supporting and 
we should consider that our scheme of protection had failed in one 
of its principal objects if, though meeting the requirements of the 
Tata Iron and Steel Company, it did not provide for the expansion 
and development of the industry We have, therefore, considered 
how far our proposals will suffice for the piotection of any new 
works which may be established We believe that provided modern 
plant is installed and full advantage is taken of the accumulated 
experience of steel making in India as well as in other countries, 
a new works should be able, as soon as a reasonable level of output 
has been reached, to produce steel at a cost not exceeding our esti- 
mate of the Tata Iron and Steel Company’s average costs. In 
estimating the charges for overhead and profit, we have based our 
figures on the capital cost of erecting a steel works at the present 
time and our proposals should therefore be generally suitable for 
a new undertaking The representatives of the Indian Iron and 
Steel Company and the United Steel Corporation of Asia, both of 
which firms have considered plans for erecting steel works in India, 
have stated in the course of their oral evidence that a system of 
protection which would be adequate for the Tata Iron and Steel 
Company would be sufficient for any new works. We believe, 
therefore, that so far as the scale of duties is concerned, our recom- 
mendations are adequate both for the existing Company and for 
any new works which may be started We think, however, that 
this in itself ia not sufficient to secure the expansion of the indus- 
try. The uncertainty and depression in the steel trade have been 
so great in recent years that it is doubtful whether new capital will 
be forthcoming for investment in the industry unless the public ie 
assured by a clear statement in the legislative enactment that pro- 
tection will be continued so long as the circumstances, not merelji 
of the pioneer Company but of the industry as a whole, indicate 
that such a course is necessary. 



CHAPTER X. 


Fabricated Steel. 

146. Before considering the present position of the Engineering 
industry, it appears desirable to summarise 
reco^enTatioL briefly the previous recommendations of the 

Board and the action taken thereon. In the 
course of our first enquiry, we found that the fair selling price of 
structural steel fabricated in India was Bs. 310 per ton and 
that imported fabricated steel was likely to enter India without duty 
at Bs 250 per ton. The difference between these two figures was 
found to be the measure of the protection required and a duty of 25 
per cent, ad valorem was accordingly recommended. Government 
accepted these proposals and under the Steel Industry (Protection) 
Act, XIV of 1924, a duty of 25 per cent, ad valorem was imposed on 
impoited fabricated steel In the Board’s report of the 8th Novem- 
ber, 1924, supplementary duties were proposed, consequent on the 
recommendation of increased protection for i oiled steel, but these pro- 
posals were not accepted by Government As a result of the enquiry 
into the Steel Industry held in 1925, the Board again advised an 
increase in the duties • it was proposed that the duty on tipping 
wagons, coal tubs and light railway switches and crossings should be 
raised to 40 per cent ad valorem and on other fabricated steel to 
32^ per cent, ad valorem Government, however, considered that 
the position of the Engineering industry did not justify any increase 
in the amount of protection and no supplementary duties were im- 
posed The protective duty on imported fabricated steel has, there- 
fore, remained unchanged at 25 per cent ad valorem since June, 
1924 

146. It was explained in paragraph 120, page 68, of the Board’s 
Manufacture and fabri- J'lrst Beport on the grant of protection to 
cation of steel closely the Steel industry that the manufacture and 
connected fabrication of steel were inseparably connect- 

ed, that the market for the sale of certain kinds of steel made m 
India depended on the existence of the Engineering industry, 
and that it was, therefore, unnecessary to discuss the question whe- 
ther it fulfilled the conditions for protection laid down by the Fiscal 
Commission There has been no change in the position of the indus- 
try in the last three years such as would lead us to modify the 
opinion then expressed It is true that, at .present, the output of 
structural sections forms a small part of the total steel production 
in India and is in fact much smaller than is required to meet the 
demand of Indian engineering firms , but this is a temporary phase 
only. The production of steel ingots by the Tata Iron and Steel 
Company will rapidly increase when the new Duplex furnace is 
erected, and the installation of a roughing mill will enable the Com- 
pany to roll a large proportion of the additional steel into structural 

( 82 ) 
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sections. It is clear, therefore, that, in the comparatively near 
future, the demand from engineering firms will be an important 
factor in the sale of Indian rolled steel The claim for protection of 
the Engineering industry has already been admitted and further 
examination of the question is consequently unnecessary 


147 We have experienced considerable difficulty in gauging the 
Effect of scheme of effect of the present scheme of protection on 
protection on Engineer- the manufacture of fabricated steel It is 
mg industry obvious that no large expansion in produc- 

tion or decrease in costs (other than the cost of material), such as 
has occurred in the rolled steel industiy, was possible. The Engi- 
neering industry has been established for many years and no rapid 
improvement in piactice or process could be expected Nor is it 
possible, on a consideration of the piofit and loss statement of the 
companies concerned, to judge of piogiess made; for, in addition to 
the manufacture of fabricated steel, many of them undeitake foundry 
work, others the manufacture of railway wagons, while at least one 
company owns large works for the manufactuie of firebricks and 
pottery, and there are no means of determining fiom the published 
reports of the companies the source from which the profits are 
derived We have explained in our previous reports the reasons 
why in this industiy no exact estimate of the costs of pioduction is 
possible and why we cannot measure with any precision the financial 
results of piotection by a comparison of the cost of production with 
the selling price. 


148 We have leceived applications from the following films, 

Appl.cat.ons received ’ Messrs Jcssop and Company, limited, 

Messrs. Hichardson and Uruddas, Messrs 
Bum and Company, Limited, and Messrs Parry’s Engineering 
Company, Limited, claiming additional protection on fabricated 
steel The first three applications deal in the main with fabricated 
structural steel such as is req^uired for bridgework, buildings, tanks, 
chimneys, switches and crossings The last application is in lespect 
of the protection required for coal tubs, tipping wagons and light 
lailway switches and crossings It will be convenient to consider 
the first three applications together and to postpone consideration of 
Messrs. Parry and Company’s application to a later stage. All three 
applications proceed on much the same lines , two arguments are put 
forward — 


(1) That the actual price at which British fabricated steel can 

be imported even with a 25 per cent duty makes it im- 
possible for the Indian product to compete and that 
orders, which should go to Indian firms, are placed with 
firms abroad 

(2) That the industry is in a worse position now than it was 

when protection was first granted. 

Messis Burn and Company propose a specific duty of Rs. 72-8-0 per 
ton on imported fabricated steel, while Messrs. Jessop and Company 
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suggest that a duty of 25 per cent, ad 'valorem be imposed and that 
structural steel bars, shapes and plates should be imported duty free. 
Both these proposals would mean a substantial increase in the exist- 
ing duty. It IS obvious that these representations would require 
modification as a consequence of the duties which we have proposed 
on rolled steel and the consequent reduction in the puce of British 
Standard steel which is mainly used by the Engineering industry 
It will be convenient, therefore, to commence our enquiry by an 
examination of the price at which fabiicated steel can be landed and 
of the cost of producing such steel in India, on the assumption that 
our recommendations in regard to the rolled steel industry are 
accepted Having determined provisionally the measure of protec- 
tion on a comparison of these figures, we shall consider the 
arguments set forth by the applicants for protection, with a view to 
ascertaining whether there are any features in the piesent position 
of the industry which necessitate a modification of our proposals 
149. In the course of our last enquiry in 1925, we were furnished 
with three examples of the c i.f price at 

fabncated"“ted bndgework entered Incha 

India VIZ,, Rs 220 a ton in Novembei , 1924, Its 212 

a ton in J anuary, 1925, and Rs 229 a ton in 
February, 1925. We have now received from Messrs Burn 
and Company and Messrs Jessop and Company, details of two 
orders recently placed in England for bridge spans The first is an 
order placed for 53 spans of 94 ft 6 in We have ascertained from 
the North Western Railway that the price at which these girders 
were landed was Rs 289 per ton including the duty. It is, however, 
necessary to point out that there is a wide discrepancy between the 
figures supplied by the railway authorities and those which we have 
obtained from the Chief Controllei of Stores through whom the 
order was placed in England The matter is of some importance to 
the Engineering industry and we have discussed the case in 
Annexure A But for our present purpose the case is of little value 
For it is clear that a price regarding which any doubt exists cannot 
be safely accepted as a basis for our recommendations Moreover, it 
is probable that the landed duty-paid price of these girders is higher 
than the average for imported fabricated steel and that the 
work IS heavier than is normally undertaken by Indian firms It 
IS safer to take as typical a second order for 48 spans of 60 ft 
girders for the Madras and Southern Mahratta Railway placed in 
Europe early in 1926 the details of which have been supplied by 
Messrs. Jessop and Company and confirmed by the Railway Com- 
pany The f o.b. price at which this contract was placed was 
£13-8-0 per ton. We have obtained from the railway authorities 
the details of freight, landing charges, etc , and duty, and with thf 
addition of these charges the total landed cost per ton amounts to 
Rs. 212 without duty. In view of the fall in steel prices which has 
occurred since 1924-25, this figure appears consistent with the 
prices furnished to us in the course of our last enquiry and we 
take this price as typical of the price at which bndgework of the 
kind they manufacture can be imported into India. 



PABfticATED Steel. 


150. In the applications for inci eased protection which we ha.ve 

Cost of pioducng fabxi- Company 

Ated steel ^ Messrs Bum and Company, the cost* of 

producing fabricated steel in India is stated 


as follows . — 


Messrs Jessop and Company 
Messrs Burn and Company 


Rs 

per toa. 
263 
268 


Messrs. Jessop and Company’s figures m detail are as follows. — 

Rs 

per ton of fabricated steel 

Material 1 1 ton (including 10 per cent wastage) 110 

Duty on 1 1 ton , . 33 

Fabrication . , . HO 


In estimating tbe cost of fabricated steel in India for the present 
scheme, there are three items which we must take into account, viz , 
the duties on rolled steel, the c i f price of imported steel, and the 
cost of fabrication The duties now applicable will be those which 
we have recommended to be imposed on British standard steel, while 
the cost of material must be determined by the probable level of 
prices at which we have estimated that British steel of the kinds 
used, VIZ , mainly structural sections and plates, can be landed in 
India during the period of protection In oui previous reports, we 
have set forth at length the reason why it is impovssible to frame a 
detailed estimate of the cost of fabrication and in particular of the 
overhead charges We have received no detailed figures from firms 
other than the two already mentioned and we have no alternative 
but to frame cwr estimate on a consideration of the costs supplied 
by them On the whole, we think that Messrs Jessop and Com- 
pany’s estimate which provides for a reduction of Rs 7 in the cost 
of fabrication, as compared with the figure taken by us in our first 
repoit, is not unieasonable , the fabrication cost includes profit at 5 
per cent on the value of output but very little depreciation We 
think that we i^hall be justified in treating Rs 110 per ton as the 
representative cost of fabrication in present conditions Messrs. 
Jessop and Company’s representative stated that if the present out- 
put were doubled, there would be a reduction in costs of about 
Rs 20 per ton In view of the fact that our proposals cover a period 
of seven yeais, some allowance on this account would appear to be 
necessary. We find, however, that the Engineering firms actually 
leceive for bridgework a price about Rs. 6 per tont lower than the 

* In this chapter “ the cost of producing fabricated steel includes over- 
head charges and a reasonable allowance for profit and is equivalent to the 
fair selhng price. 

' t See Table XXXI. 

Q 
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price of similar imported material, the difference being presumably 
due chiefly to railway freight disadvantage in the more distant 
markets. This disadvantage may reasonably be set off against any 
j/robable further reduction in the cost of fabrication We are now 
in a position to summarize our estimate of the fair selling price of 
Indian fabricated steel The figures are as follows . — 


Ps p'^r ton of 
fabnoated steol. 

Material, 1 1 ton (including 10 per cent for wastage) . 117 4 
Duty on 1 1 ton 21 2 

Fabrication . 110 

248 6 


We have assumed, as in our 1925 report, that structural sections 
and plates will be used in fabiication in the proportion of three to 
one The prices taken for these materials are the landed prices 
withoui duty shown in Table XVIII, paragraph 89; when taken in 
these piopoitioiis the average cost per ton of material used is 
Tis lOG 75 The aveiage basic duty per ton of material m the same 
proportions is Es 19 25 


Provisional conclusion 
as to duty required 


151. We think these figuies oompaiable with the figuies 
we have adopted as the aveiage prices 
ol impoited biidgewoik In his oral evi- 
dence Messis Jessop and Company’s re- 
presentative stated that while the piesent prices and the present 
duties on rolled steel apply the figuie Es 253 might be taken as 
the fair selling price of bIldge^^ork such as 40-foot gliders The 
figure of Es 212 without duty which we have taken as typical of the 
cost of imported bridgewoik is based on a consideration of the cost 
of importing 60-foot girdeis An examination of Messrs Jessop and 
Company’s list of ordeis for the last thiee years indicates, howevei , 
that there is practically no difference in the selling pi ice per ton 
between 40-foot girders and 60-foot girders It appears safe, theie- 
fore, to assume that the fair selling price of fabricated steel of 
the kind with which we are dealing will be about Es. 248 per ton 
as shown in our estimate in the last paragraph The cost of the im- 
poited fabricated steel has been found to be Es 212 per ton without 
duty We therefore conclude provisionally that the duty requited 
IS approximately Es 36 which amounts to aji ad valorem duty of 17 
per cent 


152 We now turn to consider the arguments set forth by the engi- 
Aneg»t.on that Indian 

firiHs canrot compete with alleged that the price at which Eritish fabri- 
foreign material at pre- rated steel can be imported even with a 25 
sent duty cent, duty makes it impossible for the 
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Indian product to compete and that oiders which should go to 
Indian firms are placed abroad We have received practically no 
evidence in support of this view Of the four cases, cited by 
Messrs. Burn and Company, of contracts lost to the Indian engineer- 
ing firms two are orders placed by railways in the south of India 
But, owing to the freight charges which must be paid by Calcutta 
firms tendering for contracts with the railways in the south of India 
or Burma, cases must occasionally occur in which orders aie placed 
abroad and it does not, therefore, appeal that the fact that two 
orders were placed in England by the railways m South India is of 
any special significance The third case is the contract for 53 
spans of 94 ft 6 in placed by the North Western Railway to which 
we have already referied Messis Bum and Company tendered 
for this contract but could not guaiantee deliveiy of the first two 
girders for six months oi complete the order uncler two years and 
seven months It is therefore piobable that this order was lost 
to Indian manufacturers not puiely on the question of puce There 
remains only an order for the constiuction of paint and upholstery 
shops at Pahartali placed by the Assam Bengal Railway Company, 
and we feel that this is insufficient evidence to justify any general 
conclusion that the present amount of piotection is insufficient In 
the current year (1926) orders in connection with the construction 
of the Vizagapatam haiboui have been placed with Messrs Jessop 
and Company, while both this firm and Messrs Bum and Company 
have also competed with success for railway orders m Burma and 
Madras Thus the statement that undei the present scale of duty 
the Indian manufactureis cannot compete with impoited fabiicated 
steel does not appeal to us to be established 

153. Nor does an examination of the (iguies relating to the impoit 
ot fabiicated steel lend any suppoit to the 
fabricated ^ yntention that the Indian industry is affect- 
ed severely by competition tioin abioad We 
have ascei tamed iiom the Tiade Returns that the total amount ot 
fabricated steel impoiied into India ni 1925-26 under the heads 
‘‘ beams, channels, pilJais, giideis, biidgewoik and “ plates and 
sheets^' was 18,097 tons The outtuin ot fabiicated steel fiom 
Messrs Burn and Company’s and Jessop and Company’s shops in 
1925-26 amounted to 17,349 tons This, howevei, is but a small 
fraction of the steel fabiicated in India We find that the total 
amount of unfabiicated piotected structuial sections and plates pio- 
duced in or impoited into India in 1925-26 was about 230,000 tons 
and a considerable proportion of this is converted in this countiy 
into some form of fabi Rated steel The Indian Engmeeimg Asso- 
ciation includes about 40 engineering films in its membership and 
even though the output of all is not on the same scale as that ot 
Messrs Burn and Company and Messrs Jessop and Company, the 
total production must be large. Further, in Government and rail- 
way workshops also steel is fabricated on a considerable scale We 
Lave not had an opportunity of examining the orders placed abroad 
by the various lailways in such detail as to enable us to determine 
the total amount of such orders or whether any considerable propor- 
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tion of them could have been entrusted to firms in India, but it has 
been admitted by the engineering firms in evidence that some of the 
requirements of India in respect of fabricated steel cannot be 
met by Indian engineering firms at present It would not, there- 
fore, appear that an import of 18,000 tons is excessive or is any indi- 
cation that the scheme of protection has failed Messrs Burn and 
Company have drawn attention to the fact that in the current year 
there has been some inciea&e in the amount of fabricated steel 
imported. On an examination of the Trade Returns we find that 
m the first six months of 1926-27 there has been an increase of about 
2,800 tons in the import of fabricated beams, channels, pillars, 
girders, bridgework, plates and black sheets, over the figures for the 
same period in 1925-26. This increase, however, need occasion no 
alaim The impoit of fabricated steel depends largely on the num- 
ber of large engineering works which are under construction and 
must necessaiily vary considerably from year to year. Moreover in 
the same two periods, notwithstanding the steady increase in the 
output of Indian rolled si eel, the imports of steel have increased 
from about 380,000 tons to about 460,000 tons and the same reason 
which accounts for the general increase in the import of rolled steel, 
VIZ., increased geneial consumption, may also account for the 
increase m the impoit of fabricated steel No evidence has been 
leceived that the inciease in imports has resulted in fewer orders 
for Indian films, on the contrary the orders received by Messrs 
Burn and Company in the first quarter of the year 1926-27 show 
some increase ovei the corresponding figure for the year 1925-26 
We believe that the number of cases in which Indian engineering 
firms have been depiived of ordeis by European competition aie 
comparatively few It has been stated by the Indian Stores Depart- 
ment that no oiders for fabiicated steel with which the 
Department has had to deal have recently been lost to Indian 
manufacture! s, and we have no leason to suppose that the 
number of orders secured by them would be substantially mci eased 
by enhanced protection It is true that none of the firms which 
have applied foi enhanced protection are working up to their full 
output, this, however, is due lather to the general increase in pro- 
ducing capacity of engineering firms in India which occurfed 
during and aftei the war than to increased European competition. 
We look for a steady improvement in their business as the Railway 
programme of construction develops 

154 The facts relating to the present state of the fabricated steel 
Comparison of selling industry can best be ascertained by a com- 
wTh of the selliiig prices in the last half 

bridgework ?n the same 1924 With the seUing prices for the first 
years hix months of 1926 and relating them to the 

costs of production so fai as they can be ascertained for the same 
period At our request, Messrs. Jessop and Company have supplied 
us with a summary of all orders booked by them from the beginning 
of 1924. Our reports throughout have been based on bridgework 
and we shall confine our comparison to this class of product. It 
will be convenient at this stage to consider only railway bridgework 
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which appears to respond readily to both internal and external com- 
petition. The comparison is given below in tabular form: — 


Table XXXI 


1924-26 

Order 

Price 

per 

ton 

1926 

Order 

Price 

per 

ton 



Rs 



Rs 

18th December, 1924 

60' spans 

320 

22nd May, 1926 

60' spans 

260 

6th January, 1925 

60' „ 

320 

8th Apnl, 1928 

40' „ 

260 

26th January, 1925 

60' „ 

300 

18th June, 1926 

40- 

260 

6th November, 1924 . 

40' „ 

280 




18th December, 1924 

40' „ 

300 




Average 

304 



260 


The aveiage lediiction in price is therefore Rs 44 per ton In onr 
first report in 1924, we took the cost of production of fabricated steel 
as Rs 310 and this was ac( epted by the engineering trade , Messrs 
Jessop and Company have given the figure of Rs 253 per ton as the 
present cost of production While, therefore, selling prices have 
fallen by Rs 44 per ton, costs of production have fallen by Rs 57 
per ton, in other words, the engineering firms are better off by 
Rs 13 per ton than in 1924 The figuies given in this table also 
show that on an average the engineering firms realize about Rs 6 
below the fair selling price which the duty is intended to secure to 
them We have already lef erred to this matter and have taken into 
account the lower price obtained in determining the future fair 
selling price 

155 We have now examined the reasons which have been ad- 
vanced for an increase in the protective duties 

Recommendations consider that there 18 nothing in the 

present position of the engineeimg industry which necessitates any 
modification of our provisional conclusion in paragraph 151 We 
accordingly recommend a basic dutv of 17 per cent ad valoveyin on 
fabricated steel in place of the present duty of 25 per cent The 
amount of protection recommended to the fabricated steel industry 
in our first report was Rs 62* per ton of which Rs 33 was to 
compensate for the duty on the unfabricated steel and Rs 29 per ton 
was substantive protection We have now found that Rs 36 per 
ton IS required, of which Rs 21 2 is compensatory protection and 
Rs 14 8 substantive protection There is thus a fall of Rs 14 2 per 
ton in the substantive protection recommended as compared with our 
previous proposals The reduction is accounted for by the fact that 
the pr ice of imported fabricated steel has not fallen in the same 

•The amount strictly necessary was Rs 60, but a margin of Rs. 2 was 

fi,Uowe4. 
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proportion as the Indian costs If the 1923 price of imported mate- 
rial (Bs 250 per ton) had fallen in the proportion of 310 to 248 (the 
Indian fair selling price in 1923 and under our present 
proposals respectively) the import price would be only 
Bs 200 per ton, i e , Rs 12 per ton lower than the ac- 
tual price This accounts for nearly the whole reduction of 
Rs 14 2 per ton in the substantive protection ; the remaining Rs 2 2 
per ton is practically equal to the allowance of an extra Rs 2 per 
ton in our first scheme The evidence which we have received indi- 
cates that the imports of fabricated steel are almost entirely from 
the United Kingdom We cannot, however, overlook the fact thai 
if no additional duties are imposed on Continental fabricated steel, 
the protection which we have proposed for the Indian Steel industry 
may be rendered ineffective For it is obvious that ordinary rolled 
steel manufactured on the Continent might with slight manipu- 
lation be passed as fabiicated steel if the dutjp' were only 17 pei 
cent We accoidingly propose that on steel which is not fabricated 
in the United Kingdom from British rolled steel, an additional duty 
of Rs. 13 per ton be imposed, which should be variable by the Gov- 
ernment after examination of the course of prices 

156 We see no reason to treat the coal tubs, tipping wagons and 
^ , light switches which are dealt with in 

wagons, etc^ jfeggrg Parry’s application differently from 

the other forms of fabricated steel which we 
have already discussed in this Chapter Restriction of demand 
appears to us to be the mam trouble from which this indus- 
try is suffering at present; with an improvement in the coal trade 
and an increase in railway construction, irrigation and similar 
works, the greater demand for this class of product should enable 
the cost of production to be substantially lowered In the course of 
our enquiry in 1925, it was stated in evidence that the cost of fabri- 
cation IS steadily going down but it will be observed from the table 
below that the reduction in price is covered almost entirely by the 
reduction in cost of steel 

Table XXXII. 




1924. 

1926 

Reduction 

( 

'Average selling price of 
Parry’s wagon , 

Ps 

Rs 

Rs 

Tripping wagons 

149 

ns 

.6 

( 

Cost of steel per wagon . 

f Average selling price of 
Parry*8 coal tub 

1 Approximate cost of steel 

60 

45 

‘5 

Coal tubs • 

133 

U1 

18 


per tub 

51 

32 

19 

Average selling price of imported wagon 

1 

120 

106 

14 

i* 

» o tub 

no 

95 

16 
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There is, therefore, no reason to suppose that present prices are 
pitched at an unduly low level We consider that the reduction in 
the number of orders leceived by Messrs Parry and Company up to 
the end of 1925 is probably due to the depressed state of the coal 
trade and to temporary slackness in construction work This view is 
confirmed by the Trade Returns Messrs Parry give the number of 
tipping wagons sold m the first half of 1925 as 419 which in the 
second half of that year fell to 167 We find under the heading 
Carriages and carts not mechanically propelled, protected (exclud- 
ing railway (arriages, iriicks, etc)’’ in the Trade Returns that 
whereas in the first half of the calendar vear 1925, d93 such vehicles 
(which include coal tubs as well as tipping wagons) weie imported, 
the number in the second half had fallen to 266 We have received 
no evidence that the financial results of this indiistiy are so unsatis- 
factory as to justify more favourable treatment than we have pro- 
posed for other fabricated steel The additional duties which we 
propose on imports from countries other than Great Rntain aie, in 
our opinion, sufficient to safeguard this industiv against Continental 
competition 

We set forth the effect of onr proposals on the duties of each im- 
ported article — 

Table XXXIII. 


■ — 

J)utv flt 

1 7 per cent 
ad valore^n 

Additional 
duty at 

13 per 
ton 

Total duts 
proposed 

Pro^enl 
duty 21 
pel cent 
ai ? alor(>m 


Rs 

Hs 

R. 

1 

Rs 

Tipping wagons 

12 2 

i 2 

1 

104 

IS 

Coal tub? 

109 

4 0 

14 9 

16 


Since the costs of pioduction of eacdi aidicle will be somewhat 
Jowered bv the reduction which we have pio[)osed in the duties on 
lolled steel, the ability of the Indian manufacturer of coal tubs and 
tipping wagons to meet Continental competition will remain prac- 
tically unchanged Similaily, we believe that the duty we have 
proposed foi fabricated steel will afford sufficient pioteetion to the 
manufacture of switches and ciossings foi light railways 

157 Messrs Burn and Company have drawn our attention to the 
Points and crossings it has been proposed to standardise 

for medium and heavy the design for points and crossings for rails 
rails above e30 lbs and that in consequence thev 

have installed a modern plant for more economical production 
They applv therefore for protection of these products on the scale 
approved for other fabiicated steel We see no leason to differen- 
tiate between points and crossings for heavy rails and other forms 
of fabricated steel and we, therefore, recommend that the same duty 
be applied 
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168 In their revsolution No 221-T (2), dated 14th August, 1926, 

, , , on the subject of the grant of protection to the 

ip ui mg Shipbuilding industry, the Government of 

India accepted the finding of the Tariff Board that the duty on ships 
and other vessels for inland and harbour navigation when imported 
in parts should be 10 per cent ad valorem subject to a minimum of 
Hs. 35 per ton They pointed out, however, that this 
minimum rate may require modification as a result of the 
present statutory enquiry into the Steel Industry At the 
time when our report on the Shipbuilding industry was written, 
the protective duty on structural sections and plates was Rs 30 
per ton. We have now proposed basic duties of Rs 19 and Rs 20 
per ton respectively The duties on the material used in ship- 
building have therefore been reduced by approximately one third 
and it follows therefore' that the minimum compensatory protection 
should also be decreased in the same proportion from Rs 35 per ton 
to Rs 23 per ton We believe that fabricated steel parts for ships 
are not imported on any scale from the Continent We think, 
however, that as a precautionary measure, the additional duties 
which we have proposed on Continental structural sections and plates 
should also be imposed on fabricated steel parts for ships imported 
elsewhere than from Great Britain As the material used in the 
construction of ships is mainly plates, on which we have proposed 
an additional duty of Rs 16 per ton, the additional duty on fabri- 
cated steel parts of ships imported from elsewheie than Great 
Britain should, after allowing for wastage in fabrication, be Rs 17 
per ton 


159 Spikes and tie bars still require to be dealt with We lecom- 
mend that the principle embodied in the pre- 
Spikes and tie bars sent protective scheme should be adhered to, 
namely, that these articles should be subject 
to the same duties as bars The basic duty would thus be Rs 26 
per ton and the additional duty Rs 11 per ton 


160 We have already referred to the fact that evasion of the pro- 
tective duties on rolled steel may sometimes 
^ minimum effected bv some slight machining result- 
ing in the classification of such steel as fabri- 
cated Further, it is clear that if the dutv on the rolled steel out 
of which the fabricated articles are manufactured, is greater than a 
17 per cent duty on the value of such steel, the Indian manufacturer 
might, if the extent of the fabrication is small, be at a disadvantage 
as compared with the foreign manufacturer to the extent of the 
difference between the two duties We therefore propose that the 
ad valorem basic duty should be vSiibject to a minimum calculated on 
the duty for rolled steel 


Nummary 


161 For convenience we set forth our recommendations in tabular 
form, the items being listed in the order in 
which they occur in the Tariff Schedule 
The minimum basic duties and the additional duties on such articles 
fabricated sections, ^s distinct from structures, correspond with 
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the duties proposed for rolled steel with an allowance of 10 per cent, 
for wastage. 


Table XXXIV. 



Basic duty 

Additional 
duty Rs per 
ton 

Names of Articles. 

Ad valorem 
per cent 

With a 
minimum of 
Rs per ton 

Conveyances, 

Coal tubs and tipping wagons 

17 

22 

13 

Iron, 

Angle, channel and tee, fabricated . 

17 

21 

12 

Steel 

Angle and tee, all other sorts, and 
bi^ms, etc , fabricated 

17 

21 

12 

Railway trade material — 

Spikes and tie bars . . . 


Specific 26 

11 

Switches, orossingst etc — 

(a) for rails 30 lbs and over per 
yard . 

17 

14 


(h) for rails under 30 lbs per 
yard 

17 

29 

12 

Structures 

17 

22 

13 

Iron or Steel 

Pipes and tubes, etc , if riveted or 
otherwise built up of — 

(a) plates . . . . 

17 

22 

18 

(h) Galvanized sheets 

17 1 

42 

. 

(6) Other sheets 

17 

39 

26 

plates ; all kinds, fabricated 

17 

22 

18 

Sheets, fabricated — 

(a) Galvanized 

17 

42 


(6) Not galvanized or coated 
with other metals 

17 

39 

26 
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Legislation. 

162 Fresh legislation will be required to give effect to our pro- 
posals and it is desirable to explain in some 
doties^^ additional ^^gtail the objects which the legislative enact- 

ment should be designed to secuie Oui 
scheme contemplates the imposition of two sets of duties, one of 
which we have desciibed as basic and the other as additional The 
formei will be applicable to all steel from whatevei countiy im- 
ported and the latter only to imported steel of non-Brit ish oiigin 
For reasons which we have alieady explained in ])«nagiaph 108 Me 
propose that the basic duties should remain m foice duiing the 
whole period covered by our scheme and should not be liable to 
alteration The legislation should provide that these duties are 
definitely fixed On the other hand, owing to the unceitaintv of 
future prices of Continental steel, the additional duties should be 
liable to variation during the piotective period, .nul though in the 
first instance they should also be fixed by the Legislaluie, the 
Goveinoi General in Council should be vested with the powei to 
vary them in either direction on a consideiation of vaiiations in the 
price of non-British steel Our pioposal, therefoie, diffeis fiom the 
present scheme in that whereas under section 2 (1) of the Steel 
Industry (Protection) Act of 1924 power is (onfeired to raise the 
duty on steel irapoited from all sources or frou) any paitnulai 
country or countries, it is now recommended that the Goveinoi 
General in Council should be empowered not only to loise but also 
to lower the additional duties on non-British steel, should 
ciicumstances lustify such a course It will also be necessaiy to 
empower the Goveinor General in Council to impose additional 
duties on those kinds of steel which undei our proposals are onlv 
liable to basic duties — as for example galvaniz(»d sheet — should 
circumstances so change as to lead to any con sidei able import of 
these articles from elsewheie than Great Britain at puces lowei 
than those on which our pioposals aie based Though we do 
not contemplate that the additional duties should be varied to 
meet slight or temporary changes m the price of Continental 
material, it appears to us impoitant that when ciicumstances 
indicate that a change in duty is required, there should be no un- 
necessary delay in arriving at a decision or in giving effect to it 
For this reason we consider that no formal or public enquiry should 
be held before an additional duty is varied Not should it be 
necessary to secure fresh legislative sanction for any variation pio- 
posed The normal course of trade will be less affected if the neces- 
sity and extent of changes in the additional duties are determined 
on an examination of the course of import prices, without any formal 
or public enquiry of the kind undertaken under the present scheme 
Our experience of the working of the scheme has shown that the 

( 94 ) 
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evidence as to pi ices is ample, easily seemed and reliable* The 
Tata Iron and Steel Company and the large importing houses in the 
principal ports have throughout our enquiries willingly supplied 
us with correct information every month and we have no doubt that 
they would be equally ready to supply it to the Government if re- 
quired to do so The Customs authorities are also in close touch 
with foreign prices The trade journals quote export prices which 
furnish a bavSis of comparison with the infoimation gatheied in 
India. With wsuch evidence at the disjxisil of Government, we 
foresee no difficulty in the adoption of piompt and effective action 
to meet the requirements of the situation fiom time to time 

163. It is clearly necessary that legislation should be so framed 
as to eliminate the possibility of evasion of 
dnty^^^ evasion of additional duties by shipping Continental 

steel from British ports As we have alteady 
pointed out, the closei approximation of the puce of Biitish Staml- 
ard steel to that of Continental steel which has recently occmied, 
renders it impiobable that this method of evasion would be attempt- 
ed except perhaps m the case of plates and black sheets 
We think, therefore, that it should be piovided that the additional 
duties should be imposed on steel of non-Biitish origin and thal 
power should be taken by the Governoi (xeneial in Council to pie- 
sciibe the conditions in which steel shall be deemed to be of British 
origin for the pin pose of this Act Among the conditions which 
may be laid down it is suggested that foi the reasons indicated 
in paiagiaph 104 steel shall be deemed to be of British oiigin 
when the whole of the rolling and finishing processes from the 
stage of bloom, billet or sheet bar have been carried out in Great 
Britain or in the case of fabiicated steel, when such steel is used 
h)r fabrication It is also suggested that all steel shipped from a 
poit other than a British port should be ])iesumed to be of non- 
British oiigin unless the contrary is pioved 


164 The piesent 

Continuatioa of the 
policy of piotection 


Steel Industn (riotection) Act sanctions the 
imposition of dulies on imported steel and the 
giant of bounties on Indian steel for a period 
of three years. Although the acceptance of 


the pohev of piotection as legards the Indian Steel mdustiy is de- 
clared in the preamble to the Act and provision is made in section 
6 foi an enquiry into the necevssity for the continuance of protection 
after March, 1927, the duties and bounties, as provided undei the 


Act, teiniinate automatically at the end of three years Theie is 
no definite statement in the Act that the piotection will be con- 
tinued, if necessaiy, at the expiry of this period and from the 
evidence which we have received it is clear that the public is not 
convinced that such is Government’s intention We have already 


stated our view that the object of protection will not be fully 
attained unless India becomes self suppmtmg in regard to those 
kinds of steel which experience shows can be manufactured in this 
country, as we hav^e explained in the pievious chapter this will 
not be possible so long as fresh capital is not attracted to the industry 
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and there is but one steel works in the country It is, therefore, a 
matter of great importance that, so far as possible, the public 
should be reassured as to the future of Indian Steel industry by the 
form of the legislative enactment We think that no period should 
be fixed at the end of which the duties now proposed should termi- 
nate. The Act should piovide that the basic duties should remain 
in force until they have been reduced, increased, or otheiwivse 
modified, after a statutory enquiry held not earlier than the year 
1938-34 At the same time, both the preamble and the operative 
part of the Act should be so worded as to leave no room for doubt 
that assistance will be extended to the industry even after the 
expiry of the seven year period, if the conditions are such as to 
] Qstify such a course 

165 The future of the Steel industry largely depends on the for- 

^ , mation of a reserve sufficient not only to 

.ompu sory eprecia ion piQvide against the depreciation of the exist- 
ing plant but also to enable the most modern machineiy to be 
installed In order to ensuie that adequate sums are set aside foi 
depreciation and that the funds so piovided are not diverted to 
other objects, power should be taken to frame rules presciibmg the 
amount which should be set aside from time to time and the manner 
in which such amount may be expended Although no immediate 
exercise of the power may be necessary, it appears to us expedient 
for Government to aim itself with such powei to be exercised 
should occasion aiise 

166 In concluding this report we desire to emphasize the inter- 

dependence of the several duties which we 
thf proposalf aTa'& recommended and that, although onr 

proposals cover a vaiiety of products, it is 
impossible to separate each proposal and confine attention to it 
alone The figures of works costs and the distribution of the over- 
head charges and profit, which to a large extent govern the amount 
of protection required, presuppose an approximate allocation of 
output between the various classes of finished steel This allocation 
i^ determined on a consideration of economy in working arrange- 
ments and of the market for the various classes of finished product 
It IS obvious, therefoie, that a change in any one duty so con- 
siderable as to necessitate a material re-distribution of output, 
might have the effect of seriously disturbing the calculations on 
which other duties are based For example any reduction of duty 
on galvanized sheet which would curtail the output might well 
laise the woiks costs of black sheets from which galvanized sheets 
are produced Further, the rolled steel industry is a basic industry, 
and it naturally follows that any change in the proposed duties on 
rolled steel will affect the proposals for other industries also We 
can best illustrate our meaning by referring to the connection 
between the engineering industries and the rolled steel industry. 
We have assumed that under our proposals the Tata Iron and Steel 
Company will be able to manufacture and sell at a reasonable 
profit, certain quantities of structural sections, ordinarily used by 
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the engineering industries If the protective duties on those sec- 
tions were raised, a coiiespondmg increase would be lequiied in 
the duty on fabricated steel On the other hand, if no piotection 
were granted to the fabricated steel industry, the sale of stiuctural 
sections might be so restricted as to compel the Steel Company to 
roll larger quantities of bars or other products, which could not be 
disposed of except at lower nett prices in the more distant markets 
Thus it would be difficult to foiesee the exact financial effect of 
any substantial change in the duties now proposed without a le- 
examination of the T^ole position, and we therefoie suggest that, 
so far as may be found possible, our proposals may be consideied 
not as separate lecommendations as to the duty appropiiate foi each 
class of steel, but as a consideied and connected scheme for the 
giant of protection to the Steel industry as a whole 
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Summary. 


167. We summarize below oui recommendations legarding rolled 
Summar steel and fabricated steel Our proposals 

^ in respect of the manufactuie of tinplate 

are contained in Chaptei XIX of Pait II of this repoit 

(1) A review of the progress of the Steel industry during the 
past three years clearly shows the success of the policy of protec- 
tion adopted in 1924 While the assistance given has been in no 
way excessive, it has substantiall'y impioved the position of the 
Indian Steel industry 

(2) The output of finished steel at Jamshedpur was about 
163,000 tons in 1923-24 The output m 1926-27 will probably be 
about 380,000 tons We estimate that the output in the next seven 
years will average 500,000 tons and that the output in 1933-34 will 
be 600,000 tons of finished steel 


(3) The costs of manufactuie have fallen as the output of vsteel 
has risen and we expect the i eduction of costs to continue The 
average w^oiks cost of all finished steel was Ks 126 5 per ton in 
1923-24. Although the manufactuie of the moie expensive ai tides 
such as black sheet and galvanized sheet has commenced only since 
1923-24, the average cost of all steel in August, 1926, was as low as 
lls 98*4 per ton and we anticipate that the average cost in 1933-34 
will be only Rs 78 8 pei ton 


(4) An allowance of Rs 39 pei ton of finished steel will be ade- 
quate for overhead chaiges and fair piofit for an average outpuf 
ot 500,000 tons during the next few yeais 


(5) If the lupee pi ice of impoited steel had lemained ai tin* 
1923 level, little oi no piotection would be lequiied Puces of 
imported steel have, howevei, fallen substantially and unless pro- 
tection is continued, it will not be possible to manufacture and sell 
Indian steel in competition with the imported pioduct, the conti- 
nuance of protection is, therefoie, necessary 

(6) The payment of bounties should no longer foim pait of the 
scheme of protection. 

(7) Competition in certain pioducts comes almost entirely from 
the United Kingdom, and in others fiom the United Kingdom and 
the Continent. We regard it as piobable that the prices of British 
steel in the future will be fairly stable, but the course of Contin- 
ental puces cannot be foreseen. On economic grounds, therefore, it 
is advisable that two scales of duties be imposed, a basic duty fixed 
with reference to the price of British steel and an additional duty 
based on the margin between British and Continental prices, 

( 98 ) 
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allowance being made foi the difference in quality between the two 
kinds of steel The basic duty will be levied on steel coming from 
all countries while the additional duties will be confined to non- 
British steel 

(8) A double scale of duties will best seive the economic welfare 
of the country generally and lead to an equitable distribution of the 
burden over the different classes ot consumers, and at the same time 
ensure the stability of the scheme of piotection 

(9) We have considered the question of recommending ‘ anti- 
dumping ^ duties, and we are of the opinion that the imposition of 
such duties is impracticable 

(10) We believe that by 1933-34, the Indian industry should be 
able to meet British competition without the assistance of any pio- 
tective or revenue duty, but that if Continental prices remain at 
then piesent level some measuie of protection may still be required 

(11) While no time limit should be fixed for the continuance of 
the policy of piotection, the basic duties should lemain in force 
until incieased, lediued, oi otheiwise modified aftei a statutory 
enquiry to be held not eailiei than 1933-34 

(12) The additjonal duties may be leduced or raised during 
the period if the prices of non-Biilisli steel justify the change 

(13) The scheme of protection is not only adequate for the 
existing film but affords the necessary encouragement for the ex- 
pansion of the industiy, provided that the Act giving effect to the 
proposals makes it cleai that piotection will be continued so long as 
economic justification foi it exists 

(14) The scales of duties lecommended invohe a distinctly 
smaller amount of piotection than the existing scheme, and the 
price of steel in India should be lowei than at any period since the 
great wai 

(15) We aie ot the opinion that powei should he I a ken by the 
(lovernoi General in Council to ensuie that propei piovision for de- 
preciation IS made fiom time to time 

(16) The low level of duty pioposed on lails is justifiable only 
if the Government ai range to pin chase the whole of their require- 
ments of lails m India so far as they can be pioduced in the 
country 

(IT) It is essential in the interest of the Indian industiy that 
railways should encouiage the use of Indian structuial steel by le- 
vising the designs for budges and other structures so as to permit 
of the utilization of the maximum amount of steel manufactured 
in India. 

(18) The conditions of employment of Indian laboiii at Jam- 
shedi)ur aie found to be satisfactory, and good progiess is being 
made in the appointment of Indians to the highei technical posts. 

(19) Partly as a result of the recommendations legarding the 
duties required on rolled steel, it is proposed that in place of the 
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piesent 25 per cent ad valorem duty on fabricated steel, the bdsic 
duty should be 17 per cent ad valorem and that an additional duty 
of Rs. 13 per ton should be imposed on fabricated steel imported 
from elsewhere than the United Kingdom 

168 We lecommend the imposition of 
the following dutiest — 


Recommendationd 


Pioduct 

Basic duty 

Additional duty 


Rs per ton 

Rs* per ton. 

liails 30 lbs pel yaid and ovei 

13 

. 

Fishplates foi above 

Revenue duty. (Minimum 
Rs 6 per ton) 

.. 

Structural sections (including 

19 

11 

wrought iion). 



Bar and rod (including wrought 

26 

11 

iion) Spikes and tie baib, Rails 
undei 30 lbs, per yard and fish- 
plates foi same 



Plates 

20 

16 

Ordmaiy sheets 

35 

24 

Galvanized sheets 

38 

•• 

Steel sleepeis 

10 

... 

Fabiicated steel stiuctures* 

17 per cent ad valorem 
(minimum Rs 22 per 
ton) 

13 

Coal tubs and tipping wagons 

Ditto 

13 


* The minimum basic duty and the additional duty on fabricated steel of 
other kinds vary according to the duties on the kinds of i oiled steel used 
t The proposed sections of the Tariff Schedule embodying the Board’s re 
commendations in detail are shown in Annexure B. 
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Introductory. 


169. Under the provisions of the Steel Industry (Protection Act 

, , of 1924, protection was granted to the Tin- 

n ro uc ory plate industry in India by the imposition 

of a duty of Rs. 60 per ton upon all imported tinplate and on 
the 27th i^VbiUciiy, 1926, following an enquiry by the Tariff Boaid 
in the latter part of 1925, this duty was raised to Rs. 85 per ton. 
At the same time, the existing 15 per cent, ad valorem duty on 
imported tin was replaced by a specific duty of Rs 250 per ton, 
the change resulting in a reduction of the duty by Rs. 305 per ton. 

170. Section 6 of the Act referred to above provided however that 
an enquiry should be held before the 31st 
of March, 1927, into the question whether 
the protection accorded to the Steel indus- 
try of which the Tinplate industry forms a part, should be con- 
tinued, and in accoi dance with this section the Groveinment of 
India ordered the re-examination of the position by the issue on 
the 3id April, 1926, of the following resolution: — 


The Government Resolu 
tion 


‘‘ The attention of the Tariff Board is drawn to the fact that 
the Steel Industry (Protection) Act, 1924, will expiie 
on the 31st of March, 1927, and it is requested to re- 
examine the measuie of protection afforded to the 
various articles covered by the Act and by Act VIII 
of 1926 It will report in respect of each class ol 
aiticle whether it is still necessary to continue piotec- 
tion, and, if so, whether the measure of protection now 
given should be increased or diminished or whether the 
foim of the piotection given should be altered In mak- 
ing its recommendations, the Tariff Board will take all 
lelevant considerations into account, including that 
stated in pait {h) of the Resolution adopted by the 
Legislative Assembly on the 16th February, 1923, and 
if it thmks that in any case the assistance required can 
most suitably take the form of bounties, the source from 
which the money for the bounties can be obtained should 
be discussed In dealing with the Tinplate Industry 
the Board will bear in mind its own observations* iii 


* The obseivations of the Board were as follows — It would be premature 
to expiess a confident opinion, when the manufacture has been carried or 
lor only one year, as to the eventual ability of the industry to dispense with 
protection altogether but the success hitherto attained is sufiicient to justify 
the hope that it will do so It is satisfactory that tinplate of good quality 
was produced almost from the start, that six mills are now operating with 
practically the same covenanted staff, as weie employed on two mills a vear 
ago and that work was cairied on practically continuously throughout the hot 
weather In one or two years’ time it should be possible to form a definite 
opinion on the subject, but meanwhile the prospects are sufficiently favourable 
to warrant some assistance from the State ** 

( 101 ) 
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paragraph 31 of Chapter IV of the second portion of 
its First Report The Board will also be at liberty 
to examine the claims for protection of industries mak- 
ing steel pioducts which do not come within the scope 
of the present Act and to report whether, having regard 
to the principles laid down in paragraph 97 of the 
Report of the Indian Fiscal Commission, such claims 
should be admitted 


“ 2. Firms and persons interested in the Steel Industry or 
industries dependent on the use of steel, who desire that 
their views should be considered by the Tariff Board, 
should address their representations to the Secretary to 
the Board. 


3. The Government of India are specially anxious that the 
Tariff Board’s report should be submitted not later than 
15th October, 1926.” 


171. Following the issue of this Government Resolution the 
^ , Board, on the 16th April, 1926, published 

- . e oar s ommunique communique reproduced below, outlining 

the scope of the enquiry, enumerating the steel articles with which 
it would be concerned, and inviting the opinions of the firms or 
persons interested in the enquiry 


In the Resolution of the Government of India in the Com- 
merce Department No 260-T (64), dated the 3rd Apiil, 
1926, the attention of the Tariff Board was drawn to the 
fact that section 6 of the Steel Industry (Protection) 
Act, 1924, provides that, before the 31st Maich, 1927, 
an enquiry shall be made as to the extent, if any, to 
which it IS necessary to continue the protection of the 
Steel Industry and as to the duties and bounties which 
are necessary for the purpose of conferring such pro- 
tection. 


^‘2. The Board will proceed -to examine this question Per- 
sons or firms interested in the manufacture of the 
articles enumerated below who desire that the protec- 
tion granted by the Act should be continued after 31st 
March, 1927, are requested to submit representations 
stating — 


(1) the grounds on which they consider the continu- 

ance of protection necessary in respect of the 
articles in which they are interested; 

(2) whether they consider that the measure of pro- 

tection now given should be increased or dimi- 
nished ; 

(3) whether any protection which may be found neces- 

sary should be given by means of protective 
duties or bounties. 
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The articles fall under the following heads : — 

Rolled steel (including beams, angles, channels, 
plates, bais and rods, sheets black and galvanized, 
lails and fishplates) 

Tinplates. 

Wire and Wiie Nails 
Fabricated steel 

Railway wagons and undei frames 


3. The general question of the fitness for protection of an 

industry making steel products, the claims of which to 
protection have already been admitted, will not be 
reopened No further examination of this point will 
therefore be made, except to the extent to which it has 
been specifically reserved for further investigation bv 
the Government of India or by the Board, eg, in the 
case of the Tinplate industry 

4, The scope of the present enquiry is not necessarily limi- 

ted to the articles enumerated in paragiaph 2 and the 
Board are at liberty to examine any claims which mav 
be put forward for the protection of industries making 
steel products which do not come within the scope of 
the piesent Acts and to report whether, having regard to 
the principles laid down in paragraph 97 of the Report 
of the Indian Fiscal Commission, such '^laims shoidd 
be admitted Any persons or firms interested in such 
industries who desire to claim protection for them aie 
requested to submit to the Tariff Board a full statement 
of the grounds on which they do so Their representa- 
tions should, in addition to the particulars specified in 
paragraph 1, state clearly whether, and, if so, to whal 
extent, the industries are considered to fulfil the con- 
ditions laid down by the Fiscal Commission in para- 
graph 97 of their Report 

5 AH applications must be addressed to the Secietary ano 
reach the office of the Board at No 1, Council House 
Street, Calcutta, not later than the 15th May Aftei 
their receipt, the Board will, if necessary, issue ques- 
tionnaires The applications, the questionnaires and 
the replies thereto will then be printed and published, 
and the written representations of those who wish to 
support or oppose the continuance or grant of protection 
will be invited The dates for the oral examination of 
witnesses who wish to be orally examined will be sub- 
sequently fi^ed/^ 
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172. The Government of India further invited the attention of 

the Board to the following extract from a 
The scope of the enquiry speech made in the Legislative Assembly by 
the Hon’ble the Member for Commerce : — 

“ As the House knows this matter of protection for the Tin- 
plate industry will be investigated again by the Tariff 
Board this summer, and I may say quite publicly that 
when the Tariff Board do investigate that question, we 
propose definitely to instruct them also to investigate 
the question of capital invested in this company and to 
investigate the question whether that capital ought not 
to be written down It is perfectly true that the Tin- 
plate industry has had so far a striking technical 
success in India I say without hesitation that that 
technical success has been quite remarkable On the 
other hand I think there is grave reason to doubt 
whether it will ever be a sound and healthy industry 
in India unless the question of writing down the capital 
of the company is very carefully considered and we pro- 
pose to direct the attention of the Tariff Board to that 
question ’’ 

It will appear therefore from tho above extract, from the terms of 
reference and from the Board\s Communique, that the scope of the 
present enquiry does not extend to a re-examination of the whole 
question of the protection of the Tinplate industry, but that the 
investigation is to be limited to the following points • — 

(i) whether the protection granted to the industry should be 
continued and, if so, to what extent, 

(i?) whether the industry will eventually be able to dispense 
with protection, and 

(^^^) whether the Tinplate Company of India, Limited, is over- 
capitalised and, if so, whether any reconstruction of 
its capital is necessary 

173. The Tinplate Company of India, Limited, submitted its for- 

mal representation to the Board, on the 5th 
The Board’s procedure May, 1926, asking for the continuance of 
the existing scale of protection. We visited 
the Company’s works on two occasions and after a preliminary 
examination of the Company on the 21st June, 1926, the hearing 
of its evidence was completed on the 7th and 8th of July, 1926 
The formal representation and the documentary evidence collected 
up to that date were published on the 14th July, 1926, accompanied 
by a Press Communique in which we invited representations, both 
written and oral, from any persons, who might wish to support 
or oppose the Tinplate Company’s application With the excep- 
tion, however, of a request from the Imperial Tobacco Company 
of India, Limited, that any additional protectiye duties resulting 
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from the grant of protection to the Tinplate industry in India 
might not be made applicable to tinplates of 70 Ibe. basis weight, 
the Board^s Communique evoked no response from firms in India 
The only representation seriously opposing the grant of protection 
to the industry was one forwaraed by the Welsh Plate and Sheet 
Manufacturers’ Association which reached the Board on the 3rd 
May, 1926 Sir Edgar Jones, K B.E., came to India on behalf of 
this Association and was examined by the Board on the 3rd and 
4th August in Calcutta 


The agreement between 
the Tata Iron and Steel 
Company, Limited, and 
the Tinplate Company of 
India, Limited, concern- 
mg the supply of tinbar 


174. It is convenient at this stage to explain a difficulty, which 
might have prevented us from proceeding 
with this enquiry at all, and which may 
even now necessitate withholding the publi- 
cation of this report There is an agree 
ment between the Tinplate Company of 
India and the Tata Iron and Steel Company 
for the purchase by the former and the supply by the latter, during 
a period of 25 years, of tinbar, the piincipal raw material from 
which tinplate is manufactured We have explained in our first 
Report the main features of this agreement and itvS bearing on the 
position of the two Companies The price of tinbar is an essential 
element of the works costs, but under the agreement it cannot be 
ascertained without intricate adjustments which depended on many 
uncertain factors, such as the price of tinhai in Gieat Biitain on 
the one hand, and the cost of production of tinplate by the Tin- 
plate Company on the other The paities ihemselves have been 
unable to construe the provisions of this agreement and the con- 
struction of the agreement is, inter the subject matter at the 
present moment of litigation in the Bombav High Court If we 
had to construe it, in order to ascertain the puce of the tinhai , 
we should, in view of the matter being mb pidice, have been com- 
pelled to postpone our investigations until after the termination 
of the legal proceedings It has not been necessary for us to adopt 
this course Both the Companies have informed us that this agree- 
ment is to be rescinded, and a fresh agreement is to take its place 
by which, so far as the future is concerned, the price of tinbar is to 
be an ascertained figure, not liable to any adjustments, which we 
need take into account, or which are likely to have any material 
effect on our proposals We have made it clear^ to both the Com- 
panies, and they have agreed, that our investigations are to proceed 
upon the assumption that this fresh agreement materializes and is 
given effect to before the publication of our Report * 

176. In the main we have followed the arrangement adopted in 
our first Report of 1924 on the replied steel 
Arrangement of the industry The report commences with a 
Report brief review of the progress made by the 

Tinplate industry in the past three years, and of the results of the 
introduction of the scheme of protection In Chapter XV the 

* This agreement has been concluded, vide letters from the two companies 
printed Annexure IJ. 
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works costs of 1924 are compared with those of 1926, an attempt 
is made to indicate what further economies are possible in the 
future and after considering the probable future cost of produc- 
tion, the fair average works costs during the period of protection 
are fixed. The other elements in the fair selling price, viz.^ depre- 
ciation, interest on working capital, head office charges, and 
manufacturer’s profit are discussed in Chapter XVI and the question 
of the present value of the Tinplate Company’s plant is considered 
at length Chapter XVII deals with future c.i f. prices and on a 
comparison with the fair selling price, the protective duties are 
suggested , the period of protection and the ability of the industry 
to dispense with protection are also discussed The representation 
of the Welsh Plate and Sheet Manufacturers’ Association opposing 
the continuance of protection is next considered. Finally our 
conclusions are summarized in Chapter XIX. 
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Success of policy of protection: Beview of Results. 

176 The Tinplate industry affords a notable illustration of the 
industrial progress attainable within a com* 

° paratively short period under the policy of 
discriminating protection adopted by 
Government. The Tinplate Company of India commenced the 
manufacture of tinplate at the end of 1922, some eighteen months 
before the passing of the Steel Industry (Protection) Act, but 
it was not until the year 1924 that all the mills came into operation 
Thereafter there has been a great improvement in the eflBiciency of 
the industry and particularly in the skill of the labour force, which 
under the training of Welsh instructors, has rapidly acquired 
a knowledge of the various processes in the making of tinplate. 

177. When we visited the works in August, 1923, we were in- 
formed that the plant was designed for an 
output of 28,000 tons of tinplate. In 1923 
the output was just over 9,000 tons, in 1924, the first year in 
which the complete plant was working, an output of 20,763 tons of 
tinplate was obtained ; in the succeeding year this rose to 29,666 
tons, while if the average for January to March, 1926, is main- 
tained, the output will reach 35,000 tons This is 7,000 tons in 
excess of the output for which the plant was designed, and is nearly 
four times the pioduction of 1923 

The works costs per ton of tinplate have fallen from Es 459 
in 1924 to Rs 313 in the first seven months 
Works costs per ton of the current yeai Part of this reduction 
must be ascribed to the fall in the price 
of tinbar, but if we exclude from consideration the nett co?t of 
the tinbar and tin, the remaining costs have still fallen fioin 
Rs 213 to Rs 138 indicating a very great improvement in practice. 

Concurrently with this reduction in the cost of manufacture 
there has been a noticeable decrease in the 
number of European employees whose 
services were necessary at the commencement of operations in order 
to train Indian labour In 1924, there were 84 European coven- 
anted employees; the numbei declined to 71 in 1925, and at the 
present time 58 only are employed* The improvement in the 
quality of Indian labour may be judged from the fact that, notr 
withstanding the reduction in the number of the European staff, 
Indian labour costst per ton of tinplate had fallen from Rs 58 
in 1924 to Rs 34 in the early months of the current year, while 
output per head had increased from 6 58 tons to 12 29 tons * 

We consider these results constitute a good record of progress 
and fully justify the measure of protection granted to the industry. 

* Vide Statement XIV. 
t Vide Statement XV. 
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178. It must not be thought, however, that the financial results 
of tinplate manufacture have been equally 
Financial results to the successful. Undoubtedly the industry has 
Tinplate Company been passing through critical times and 

though it has survived, and in our opinion, 
may anticipate with some confidence a fair measure of success in 
the near future, it has survived at a cost to the pioneer Company 
of considerable financiail losses According to the Company’s 
balance sheets, the loss in 1923 was about Rs 29 lakhs, in 1924 
Rs 33 lakhs (of which about Rs 19 lakhs was probably incurred 
in the first half of the year and Rs 14 lakhs in the latter half), 
and in 1925 the loss was Rs 24 7 lakhs Thus the total loss in three 
years was Rs 87 lakhs of which about Rs 48 lakhs was incurred 
in the eighteen months before the passing of the Steel Industry 
(Protection) Act and the balance of Rs 39 lakhs in the succeeding 
eighteen months It seems to us, however, that the figures ob- 
tained from the Company’s balance sheets convey a somewhat 
erroneous impression ; not only are they complicated by the intricate 
arrangements then in force between the Company and the Tata 
Iron and Steel Company, particularly 4n regard to the price of 
sheet bar, but also by the fact that depreciation is calculated 
throughout on the original block valuation We have endeavoured 
therefore, to arrive at an independent estimate of the losses which 
the Company has incurred in the two periods We have felt it 
necessary to take into account the failure to earn overhead charges, 
mz , depreciation on block account and interest on working capital 
and head office charges, which represent an essential part of the 
cost of manufacture For this purpose we have taken the value 
of the plant at what we consider to be a fair present day valuation, 
and we have allowed working capital on a three months’ turnover 
of tinplate at the average works cost during the period On these 
lines we have arrived at the conclusion that in the eighteen months 
preceding the introduction of the scheme of protection, the over- 
head charges were Rs 10 2 lakhs and in the subsequent period 
extending to December 1925, they were Rs 117 lakhs For the 
same period we find the loss on works costs to be as follows; — 

Table XXXV. 



Pioduction 

Woiks 

Costs 

Realized 

price 

Loss pel 
ton 

Total loss. 


Tons. 

Rs 

Rs, 

Rs. 

Rs. 

192.3 

9,071 

578 

431 

146 

13 16 lakh. 

Jantiary to June 1924 

10,360 

469 

410 j 

49 

6 08 „ 


19,431 




18-23 „ 

July to December 

10,400 

459 

410 

49 

6-1 

1924 

1925 

29,655 

381 

183 

18 

6-3 


39,956 




10 4 „ 
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According to our estimate, tterefore, the total locses are approxi- 
mately as follows: — 

Its (lakhs). 

Ist January, 1923 to 30th June, 1924 . . 28 

July 1924 to 31st December, 1925 . ... 22 

50 


179. Our figure is approximately Rs. 37 lakhs below that 
p . , obtained from the Company’s balance sheets 

causes 0 oss Sight these figures might appear 

to justify the conclusion that the scheme of protection originally 
embodied in the Steel Industry (Protection) Act was inadequate. 
We do not consider that such was the case; in our view the heavy 
financial losses of the Tinplate Company are the result of a series 
of circumstances none of which could have been foreseen at the 
time our first Report was written. These we shall now briefiy 
indicate. 


180 In 1924, the sterling price of tinplate averaged about £28* 
^ , per ton ; thereafter it has steadily fallen. 

Ste 1925 the average price was about £26 

pel ton, and in the first quaiter of 1926 was 
less than £24 pei ton This fall in price was due, not so much to a 
reduction in works costs in Wales arising] from improved methods 
of manufacture or increased output, as to certain general causes, 
the most important of which was the collapse of the Continental 
exchanges In consequence of the depreciation of the franc, the 
price of Continental tinbar fell from £6-10-0 per ton delivered in 
South Wales in the third quarter of 1924 to £5-0-8 per ton at the 
end of 1925 Since then, there has been a slight rise, but in the 
first quarter of the cuiient yeai, the puce was still as low as £5-3-3 
This fall reacted on the price of British tinbar, which fell from 
£8-5-0 in July, 1924, to £6-3-3 per ton in 1926 There has thus 
been a diop of ovei £2 a ton m the price of Welsh tinbai, which 
allowing for waste in manufacture, would account for a difference 
of nearly £2-10-0 per ton in the cost of tinplate The Welsh costs 
have also been reduced by the fall in the price of coal and in those 
wages which are fixed on a sliding scaile varying with the price 
of tinbar The only substantial change which tended to produce 
a rise was the increase in the price of tin from £226 per ton in 
July, 1924 to £285 per ton in December, 1926; this represents an 
increase in the cost of tinplate of about £1 per ton Another reason 
for the fall in Welsh prices is to be found in the collapse in 1925 
of the combination of Welsh Tinplate Manufacturers which during 
its exivstence of two years had helped to maintain piicesf We 
have not been able to ascertain the exact date when this combination 
ceased to be effective, but we believe the decline of over £4 in the 


* Throughout our report we have given the sterling prices c i f after 
adjustment. The details of the adjustments will he found in annexure C 
t See evidence of Sir Edgar Jones and extracts from the speech of 
Mr, Thomas of Messrs, Richard Thornes end Oompeny, 
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puce of Welsh tiiiplaie between January and August, 1925, may in 
part be ascribed to this cause. 

181. But apait from the decline in the sterling price of tinplate, 
g . we find that the appreciation in the value 

xc ange rupee accounts for a considerable 

portion of the losses incurred by the Tinplate Company of India. 
When we Mibmitted oui fiist leport in February, 1924, it was im- 
possible to foresee the course of exchange and our recommendations 
were based throughout on a latio of Re l = l5 4^Z. Since that 
time the rupee has steadily appreciated and exchange now stands 
at Re. l = ls GcZ In the following table we give the Company’s 
actual figures of production, works costs and average price in the 
two periods under consideration at the prevailing rates of exchange. 


Table XXXVI. 



Production. 

Works costs 
per ton. 

Average price 
realized per 
ton. 

Loss per 
ton. 


Tons. 

Rs 

Rs. 

Rs. 

July to December 1924 . 

10,400 

459 

410 

49 

1925 . . . . 1 

29,565 

381 

303 

18 


We have now to determine what the Company’s profit would have 
been had the rupee remained at Is 4rf. Works costs would then 
have been higher; the effect of exchange appreciation on costs of 
production was discussed in full in paragraph 64 of our Report of 
the 2nd September, 1925, and we need not re-open the question 
here. Including the effect of exchange on the price of tin, we 
think an allowance of Rs. 8 per ton in 1924 and Rs. 10 in 1926, 
when exchange was somewhat higher, is approximately correct 
Our conclusions may be shewn as follow — 

Table XXXVII. 


Rupee exchange = 15 id 



Production. 

Works cost 
per ton. j 

Price 
per ton. 

Qain or lo^f 
per ton 


Tons 

Rs ^ 

Rs 

Rs. 

July to December 1924 

10,400 

467 

452 

16 (loss) 

1925 .... 

29,555 

391 

409 

18 (gain) 


Thus, had the exchange remained at Re. 1= 4d! , there would 

havte been a surplus oVer works cost of Rs. 3*8 lakhs instead of a 
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deficit of Bs. 104 lakhs. This 8tirJ)lii8 would have been sufficient 
to cover rather more than one-third of the overhead charges, leaving 
H nett lose of Bs. 6*6 lakhs. 

182. So far we have dealt with the financial results to the Tin- 
Estimated Imaticial re- plate Company basing our estimates on the 
suits during the period actual figures. But we feel that no review 
January, 1^6, to April, of the results of protection on the Tinplate 
industry would be complete unless we refer 
to the remaining period of fifteen months during which the pre- 
sent scheme of protection will remain in force. In February, 1926, 
the duty on tinplate was enhanced from Rs. 60 to Rs. 85 per ton and 
the duty on tin was reduced from Rs, 555 to a specific duty of 
Es. 250 per ton. In order to obtain a more accurate idea of the 
effect of the protective duty on the fortunes of the Company during 
the period of two years and nine months during which the scheme 
of protection will have been in force, we have estimated the profits 
which will accrue between January, 1926, and the Slst March, 1927, 
if costs and prices are maintamed at approximately the same level 
as in the first six months of 1926 We have taken the overhead 
charges on the same basis as in paragraph 178 We estimate that 
(he surplus receipts above works costs will be nearly Rs. 29 lakhs, 
from which about Rs 10 lakhs has to be deducted for overhead 
charges. The nett profit on this estimate would therefore be about 
Rs 19 lakhs In paragraph 178 we have already shewn that in oui 
view the loss between July, 1924, and December, 1925, amounted to 
Rs. 22 lakhs It appears therefore, that while the Company has 
been enabled to earn no piofit, the scheme of protection will have 
enabled it to come within Rs 3 lakhs of meeting its works costs and 
reasonable overhead charges during the period July, 1924, to March, 
1927 


183 We have reviewed the history of the industry during the 
^ , last three years in some detail, because we 

consider it important that the lapid progress 
in the manufacture of tinplate in India should be fully realized 
But for the protection granted to the industry in 1924, it could 
hardly have survived and although, in fact, owing to circumstances 
which could not be foreseen, it has perhaps not received the full 


measure of protection intended, the assistance has been sufficient 
to enable the industry to work up to an economic output Very 
lapid progress has been achieved in reduction of cost, in extension 
of output, and particularly in training Indiaiji^ labour in. the piocesses 
of manufacture, and there is good leason to suppose that in the 
course of a comparatively short period an industry of great national 
importance will have become firmly established 



CHAPTER XV. 


Works costs: A comparison between ISM and ld26. 
Future Works Costs. 

184. The rate at which economies have been effected in the past 
Comparison of works Some guide in attempting to estimate the 
costs between 1924 and time required for further economies in the 
future, and for this reason we think it 
desirable before attempting to frame an estimate of future works 
costs, to make some comparison of the cost of production at present 
and in previous years. In 1923, all the mills were not working and 
the figures are, therefore, useless for the purpose of comparison. 
We, therefore, propose to compare the results of the year 1924, 
the first year of full working, with those of the first seven months 
ol 1926. But before doing so, we think it necessary to explain 
the exact position in regard to the price of tinbar. We have 
already referred to the fact that the two companies contemplate 
the execution of a new agreement under which the price of tinbai 
will be an ascertained figure in the future. The exact figure has 
not yet been decided but we have been told that it will be in the 
neighbourhood of Rs. 80 per ton The price provisionally fixed 
lor 1926 18 Rs. 84 We have, therefoie, based our comparison of 
costs and our futuie estimates of costs on the assumption that the 
price of tinbar will be Rs 84 per ton in 1926 and thereafter 
Rs 83 per ton, these prices being in both cases f.o.r the Tinplate 
Company’s works * 

We give the figures for 1924 and the first seven months of 1926 
iQ the following table: — 

Table XXXVIII. 

Comparison of works costs 


192Ji. and 1926 {January to July) 


Materials 

1924 

1926 

Difference 

Nett Metal, 



lla 

Ro. 

Rs 

Tinbar . • . ^ 

• 

• 

169 6 

115 8 

—53 8 

Tin . . • « 

• 

• 

76 2 

58 6 

—17 6 

Other raw materials . . 

• 


15 6' 

13 6 

—2 0 


Total 

• 

2614 

183 0 

—73 4 


* Letteis from the Tinplate Company and the Tata Iron and Steel Com- 
pany giving the details of the agreement between the two companies are 
printed as Annexure E. 
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Material 

1924 

1926 

Difference. 




Kb 

Rs. 

Rs. 

Above nett metah 






Fuel .... 

. 

. 

12 4 

6-8 

—66 

Power • 



23-4 

17*8 

—5 6 

Laboui * . 

• 


90-0 

461 

—44 9 

Materials for rtpaii s . 

. 

• 

66 

3*7 

—19 

Kolls, grease, etc « 

* 

• 

16-G 

16*9 

H 03 

Anneal mg boxes 

• 

. 

27 

4 2 

+ 1*5 

Gcncial works expense 



26-3 

16-1 

-10 2 

Debit foi spoiled slieets 

. 

• 


08 

408 

Packing and despatcbing , 

• 


13 9 

12 3 

—16 

blieanug and opening • 

• 

• 

06 

3 2 

-3 4 


'ioiAC 


107*5 

126 9 

—70 0 

Less ciedit toi spoilt d sheets 

• 



2*2 

—2 2 


Toial 


107 6 

124 7 

—72 8 

Total Works Cost 

• 

458 9 

312 7 

—140*2 


It Will be seen that the cost of manufacturing tinplate has fallen 
B/S 146 per ton from Rs 458 9 per ton in 1924 to Rs 312 7 m 
i926 (first seven months). In scrutinizing the fig dies in detail, 
it will be convenient to consider them under two heads, viz . — 


(1) Costs of materials. 

(2) Costs other than of materials. 


The former comprise the costs of tinbai, tin, acid, palm oil, 
zinc chloride, etc.; these must depend in the main on maiket con- 
ditions, and save in so far as economy in the use of the mateiials 
can be effected, are not under the control of the manufacturei 
Eypansion of output does not necessarily result in any substantial 
economy and may even increase the total expenditure, if efficiency 
is sacrificed to speed. 


185. Of the total reduction in the cost of manufacture (Rs. 146 
^ , per ton) almost exactly half, viz , Rs 73 4, 

os s o ma ena represents the reduction in coasts of material, 
of which reduction Rs. 53 8 per ton is accounted for by a fall in 
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the price of tinbar. The economy effected in the use of tin is 
obscured fey the rise in the price of that commodity. Actually 
the consumption of tin is about 11 lbs less than in 1924, a saving 
which at present prices represents about Rs. 19 per ton of tinplate. 
The reduction in the duty on tin notified m the Finance Depart- 
ment (Central Revenues) Notification No. 6, dated the 27th 
February, 1926, represents a fall m costs of about Rs. 6 per ton 
of tinplate, but in the period of seven months, which we are con- 
sidering, its full effect is not apparent. There is also, another 
factor which has counteracted the decline in costs. In 1924, the 
steel consumed per ton of tinplate was 1 32 tons In 1926, this rose 
to 1’40 tons. If the yield of tinplate had been maintained, a 
iurther reduction of Rs. 6 7 per ton would have been effected This 
deterioration may be ascribed mainly to the very rapid expansion of 
output, which has resulted in some increase in the number of spoilt 
sheets, and in the amount of scrap produced. The point is one 
which will be borne in mind in estimating future costs of production 


186. It is by a comparison of the costs other than of materials 
that improvement in manufacture can best 
Costs^therjhan of judged, Since they reflect m the clearest 

manner changes in output, improved practice 
and general economy. The expenditure under this head decreased 
from Rs. 197 5 per ton in 1924 to Rs. 126 9 in the first seven months 
of 1926, or by Rs. 70 0 pei ton Production increased from 20,763 
tons in 1924 to 20,212 in the fiist seven months of 1926, which is 
equivalent to an output of about 35,000 tons a year and we have 
no reason to suppose that the Company's estimate of 36,000 tons 
will not be obtained next yeai The labour figures show an im- 
provement of 50 per cent , falling from Rs. 90 to Pi^s. 45 per ton. 
This IS largely, though not wholly, due to the increased production. 
The numbei of covenanted men was reduced from 84 to 58 (State- 
ment XIII) or by about 30 per cent while in spite of the increased 
output it proved possible to reduce the number of uncovenanted 
employees by about 10 per cent Production per head increased by 
nearly 90 pei cent from 6 58 tons in 1924 to 12 29 tons in 1926 
(Statement XIV) Peihaps the most satisfactory feature of this 
branch of the works costs is the i eduction m labour charges, but we 
still feel that theie is loom for more economy in this direction The 
1 datively low wages of Indian labour have often led to the employ- 
ment of more men than are necessary and we cannot impress too 
strongly on manufacturers the desirability of limiting the numbers 
as wdl as of improving the efficiency of the labour force ; we urge 
this' as much in the interests of improved vlabour conditions as of 
economic manufacture, and we believe that with fewer but more 
efficient workers the standard of living of industrial labour will 
rapidly rise. 


187. Charges for fuel, which consists of second class coal, have 
^ fallen by nearly 50 per cent, mainly owing 
to a reduction in price. The power used is 
electricity purchased under contract from the Tata Iron and Steel 
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Company. A saving of about 25 per cent, is paitly accounted for 
by inci eased production and paitly by a fall in tbe pi ice. The rate 
chaiged, mz , 9 24 pies per uiut, appeals higher than is usually 
chaiged by electiic supply companies lor such favouiable loads. 
The reduction under general woiks expenses is accounted lor partly 
by an increase in output and partly by a fall in expenditure on 
the town which is included under this head Packing and despatch- 
ing costs amount to ovei its 12 pei ton This apparently high 
hgure IS due to the fact that about 60 lbs. of tinplate, costing 
loughly Rs 8, aie used foi packing eveiy ton of tinplate despatched 
and are not included in the weight of plates charged for. A leduc* 
lion in these costs will necessarily follow with the anticipated fall 
in the cost of pioduction of tinplate 

188 The works costs foi the fiist seven months of 192G were 

1 . E/S 312 7 pel ton liefoie, howevei, we can 

accept tills nguie as a basis foi an estimate 
ol future woiks costs, it is necessaiy to make a furthei reduction. 
The change in the duty on tin, which lepresents approximately an 
expendituie of Its 5 less per ton of tinplate is leflected in the costs 
ol only three of the seven months which we are considering. A 
1 eduction of Rs 2 1 on this account is necessaiy, giving Rs 310 0 
as the figure on which we may fairly base our estimate of future 
costs, 

189 In Statement XIX the Company has given an estimate 

of works costs foi a period of 10 years fiom 
^^^^woiks^costs^^*^ April, 1927 We consider that seven years 
IS sufficient to enable the industry to eftect 
a substantial reduction , at the end of this period the Company 
estimates that woiks costs will be Rs. 285 per ton This appears 
to us a high figuie and should be reduced The price of tinbar 
IS expected to diop fiom Rs 84 to Rs 83 pei ton which will make 
a diheience of about Re 1 32 The consumption of tin per ton 
of tinplate is 41 34 lbs and is expected to be reduced to' about 
40 lbs gross This will mean a saving of Rs. 2 5 per ton of 
tinplate We do not take into account any rise oi fall in the 
woild puce of tin, foi it would afEect the price of imported tinplate 
to the same extent Mi Townend in his evidence admits 
the possibility of a saving of Rs 10 per ton in the cost of Euro- 
pean labour He does not anticipate much reduction in the cost 
of Indian labour, but we think that a reduction to the extent 
of Rs. 5 per ton is not impossible of attainment Better practice 
must lesult in fewer repairs, less wastage and in economy in the 
use of miscellaneous materials, while the distribution of general 
charges over a larger output will give a smaller incidence per ton, 
We have already explained that, as the cast of pioducing tinplate is 
reduced, the cost of packing must also fall A reduction under these 
different heads of about Rs 6 per ton should be effected We have 
also to make a further reduction of Rs 6 7 on account of reduced 
consumption of tinbar per ton of tinplate [vide paragraph 186 ] 
which we have not taken into account in estimating the works 

1 
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cost for 1926. The anticipated economies may now be summarized 
as follows . — 


Consumption of tinbar 


Es. 

Per ton 
67 

Price of tinbar 

. 

13 

Consumption of tin 


25 

European labour 

. 

10 

Indian labour 


5 

Miscellaneous expenses 


6 


315 

1933 costs (Rs 310 6 less Rs 31 5)^Rb 279 1 per ton. 

190. We have had some difliculty in determining what figure to 
select as representing average works costs foi 
of dunng of seven years The figure must 

the period of protection lie somewhere between the two limits oi 
Es 310 6 and Rs 279 1 The arithmetical 
mean is Es 294 8, but the late at which our suggested economies 
can be effected will also have a direct bearing on this question. 
In the first half of the period it is reasonable to suppose that the 
reduced consumption of tinbar will be fully attained. This re- 
presents a saving of Es 6*7 per ton, while the reduction in the 
price of tinbar in 1927 to Es 83 per ton represents a further sav- 
ing of Ee 1 3 per ton in the cost of tinplate The total of the 
economies which we can definitely assign to the fiist half of the 
seven year peiiod is thus Es 8 per ton A figure somewhat below 
the arithmetical mean appeals suitable and we have fixed Es 293 
per ton as a reasonable figure 



CHAPTER XVl. 
The Fair Selling Price. 


191 The fail selling pure f o i woiks consists of works cost, 
, ,, overhead charges, and maniifacturei’s pio- 

iho fan selhag puce Overhead chaiges comprise:- 

(а) Depreciation; 

(б) Interest on working capital; 

(c) Head office charges. 

Depreciation is calculated on the value of the plant and we have, 
therefore, to consider what is a reasonable valuation at the piesent 
time of the Company’s block account. 

192. The figure at which it stands in the Company’s books is 
^ Es 161 6 lakhs, approximately Es 145 lakhs 
Block y^alue m^the Com- GolmUll 

town Almost three quarteis of the total is 
for buildings, machinery and equipment ordered in 1920 and 1921 
111 the United States of America and to a small extent in Gieat 
Britain, and a part of the remainder is for imported stores oideied 
in India mainly between 1921 and 1923 Owing to the geneial 
fall in commodity prices since those years and to the rise in tlie 
exchange value of the rupee, it is clear that the present leplace- 
ment value must be less than the block value Evidence beaiing 
on this question has been submitted to us from two quaiteis, fiom 
the Tinplate Company itself and from the Welsh Plate and Sheet 
Manufacturers’ Association 

193 The Tinplate Company of India has this year obtained 
^ revised quotations from its original supplieivS 

^ in America and Gieat Britain, on which it 

has based a new valuation of its plant On 
examination of the revised quotations leceived by the Tinplate 
Company, we find that in a number of important respects they aie 
substantially higher than we can accept as leasonable and we do 
not feel satisfied that the Company’s valuation of plant and equip- 
ment, based on these estimates, is not higher than the real replace- 
ment value. 

194. On the other hand, we do not regard it as satisfactoiy to 
mv i. T>i 1^^®® estimate on the Welsh figures 

Sheet^MllLufacturert’ a", which although they give the present cost 
socia>tion*s estimate 01 a tinplate plant 01 the same type and 

capacity as that of the Tinplate Company 
of India, represent not tne cost of a factory actually erected but 
only an estimate of the cost of erection of a plant in Wales having 
the same output as that at Golmuri It would be necessary to make 

( 117 ^ 
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due allowance for the numerous factors which make the cost of a 
plant in India considerably higher than that of a similar plant in 
Wales It will be obvious to any one conversant with the trying 
nature of work in a tin mill or sheet mill, that the climatic condi- 
tions of India necessitate special features in the design Among 
these are the provision of high and spacious buildings, the use of 
hoods over the heating furnaces, the water cooling of the mill floor 
plates and the supply of cooled an at the hottest working points of 
the tuinaces and mills In addition, Indian labour cannot be ex- 
pected at the present stage to use the machineiy as rapidly and 
efficiently as experienced Welsh labour, and an Indian works must 
also be more self-dependent for repairs and minor lenewals. On 
both these accounts more equipment is required and therefore moie 
space On these giounds we feel that an estimate based on the 
Welsh figuies might be too low for the leal expendituie necessaiy 
in India just as the Tinplate Company's revised estimate might 
be too high 

195 We have therefore piefeired to adopt a different method of 

„„ 1 ^ ariiving at a fair valuation We propose 

Ine noard s revaluation . 

to 1 educe the oiiginal valuation m much the 

same propoition as we have adopted in our valuation of that pait 
of the Tata Iron and Steel Company’s woiks which is known as 
the ‘‘ Gieatei Extensions ” We feel justified in adopting this 
course, because both plants were purchased at nnuh the same time, 
at about the same piiee levels and almost entiiely in the same 
country (Ameiica), similar paits of the plant were oidered from 
the same films, the same consulting engineeis were lesponsible 
for the designs, and the buildings, machinery and equipment aie 
generallj of similar types Moreovei, the initial cost of the Steel 
Company’s expendituie on its town beais much the same relation 
to the book value of the total fixed assets as in the case of the Tin- 
plate Company It will appear from paragraph 77 of oui fiivst 
Steel llepoit of 1924, that aftei caieful consideration we wiote 
down the value of the Gieater Extensions ” from Its 15 cioies 
to Rs 10 crores This reduction has not been challenged by the 
Tata lion and Steel Company and has, we think, been generally 
accepted as leasonable We have again had this valuation undei 
leview during the course of this encj^uiry, and have found it neces- 
sai 3 ^, mainly owing to the rise in the value of the rupee, to reduce 
oui previoi s estimate by one-sixth When we apply similar i educ- 
tions to the initial cost of the Tinplate Company’s plant, we reach 
a figun* of Rs 89 8 lakhs which we considei fairly represents the 
present replacement value of the assets But we have also to 
consider whether the Company has burdened hts block account with 
expenditure which, while it may prove profitable if the Company’s 
operations are extended, is not now a legitimate charge on the 
output The Company admit that this is the case After inspect- 
ing the works and reviewing all the circumstances we are of opinion 
that it would be reasonable to make a further reduction of Rs 5 
lakhs on this account. We, therefore, take Rs. 85 lakhs as the 
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proper fixed capital expenditure at present values for a production 
of 36,000 tons of tinplate. 


196. We take depreciation at the same rate on the capital value 
u have allowed in the case of the lollel 

. Overhead charges industry, Viz , 6i per rent Oui valua- 

tion of the plant and town is Rs 85 lakhs and on an output of 
86,000 tons per year the incidence of depreciation will he Rs 14 75 
per ton. The Company places its working capital at Rs 80 lnkh<=5 
which represents about three months’ production at works cost 
We think that this amount is reasonable Interest at the rate oi 


71 per cent is claimed on this amount As the assets of the Com- 
pany are heavily mortgaged we think it unlikely that it could 
ho^Tow money at a lower rate of interest than this and are pre 
pared to allow the claim On a production of 86,000 tons, the 
incidence of this charge is Rs 6 25 per ton For head ofiice and 
other charges Rs 1 76 per ton is claimed The figure is based 
on the expenditure incurred this year under these lieads and i^ not 
excessive The overhead charges per ton will, therefoie, bo as 
follows • — 


Rs 


Depreciation 

Interest on working capital 
Head office, etc 


Per ton 
14 75 
6 26 
1 76 


Total 22 76 


197 In the course of the debate in the Legislative Assembly on 
the subject of the grant of supplementaiA 
Manufacturer’s profit protection to the Tinplate industry the 
Hon’ble the Member for Commeice made the 
I'ollouing statement — 

W^lien the Taiifi Ihiaid do investigate that question, we pro- 
pose definiiely to instruct them also to investigate the 
question of capital invested in this Company and in 
investigate the question whether that capital ought not 
to be written down ” 

The capital of the Tinplate Company of India consists of 500,000 
ordinal V shares giving a total capital of Rs 75 lakhs In addi- 
tion to this there is a 10 per cent debenture loan of Rs 1,24,95,000 
Whethei the share capital or the debenture loan or both should be 
written down and, if so, to what extent, is a matter which must 
be decided by the Company itself We have been informed that 
negotiations are now proceeding for the reduction of the capital 
by writing down both the debenture and the ordinary shares to a 
figure which in the Company’s opinion represents the present day 
valuation of the works But for the purpose of any scheme of pro- 
tection we are of opinion that our valuation of the plani and town, 
VIZ,, Rs. 85 lakhs, must be taken as the total sum on which manu- 
facturer’s profit can be allowed. We consider that a fair all round 
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rate of interest, sufficient to enable this capital to be raised, is 
8 per cent which is the same as that taken by us in the case of 
the Tata Iron and Steel Company This would give an incidence 
per ton of output of Rs. 18*9 The average fair selling price for. 
works during a period of seven years will, therefore, be as follows : — 

Rs. 

Per ton 


Works cost ... . . 293 

Overhead . . . . 22 76 

Profit . . 18 9 


334 66 


198 The figure given above is the price at which the average 

saleable product of the Company can be put 
\djus^entB on rail at the works at a reasonable profit 

se ng price ascertain the amount of protection re- 

quired the fair selling price has to be compared with the price of 
imported tinplate jBut there are two important factors to be 
taken into account in making this comparison, one being the cost 
of delivery from the works at Golmuri to the customer, and the 
other the fact that a proportion of the tinplates are classed as 
wasters, i e , have imperfections which leave them serviceable but 
reduce the price which the market is prepared to pay 

199 As the Company has to pay the freight from the works to 

the customer, we have obtained information 
Adiustment on account of (Statement XXIII) showing the average 

freights paid during the first half of 1926 
The weighted average freight on tinplates delivered to port towns 
is Rs 12 76 per ton By far the largest demand for tinplate is 
in the seaport towns for use in the divstribntion of kerosene and 
petrol in the interior of the country Since it is in these markets 
that the Indian article must compete with the imported article, 
at the c.i f prices 'plus landing charges and duty, the average 
railway freight required to put the Companv’s goods on the market, 
viz , Rs 12*76, must be added to the cost of production 

200 It would be possible to make allowance for the lower prices 

obtained for wasters by adjusting the sell- 
Adjustm^^^^ccount of prices of imported tinplate. We ha\e 

-T' preferred, however, to regard the loss in 

receipts on account of the low price received for wasters as part 
of the essential covst of producing primes (i e , plates which com- 
mand the full price). The market for wasters ’’ in this country 
is at present limited, mainly on account of the restricted develop- 
ment of Indian industries, though possibly the almost universal 
use of the second-hand kerosene tin as a container may also affect 
the demand The effects of these factors upon the demand for 
wasters may decrease in the future, but in the meanwhile 
** wasters are sold at a price which is nearly a hundred rupees 
per ton less than the price of primes in India, the average prices 
during the first half of 1926 being Rs, 391 per ton for primes 
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against Rs 293 per ton for wasters.” Of the total production of 
tinplate about one-fifth is in the form of ” wasters” and in conse- 
quence the average realized price of all tinplate is reduced by about 
Rs 20 per ton We have considered whether somewhat less than the 
whole of this amount should be taken into account in the fair selling 
price. Such a course would be an inducement to the Company to 
reduce the percentage of ‘^wasters” or develop a nioie piofitalile 
market for them. The percentage of wasters ” piodiiced in Wales 
IS about 15, against 20 in the Tinplate Company’s woiks, while we 
are informed that in America it is about 22 per cent It appears 
to us, therefore, that at the present stage of the Company’s de- 
velopment, the outturn of wasters ” is not excessive and we do not 
suggest a reduction on this ground But we have no evidence to 
indicate that the Company has reached finality in its efforts to 
develop the market and we think that further steps should be 
taken in this direction. For this reason we think that a reduction 
of Rs 2 per ton is not unreasonable and we would make an addi- 
tion of Rs 18 to the fair selling price on this account 

201 A further adjustment has also to be made for the credit 

which the Tinplate Company must give to 
Adjustment on account of Burmah Oil Company on account of the 
met o o pac mg method of packing its tinplate, this has not 
been taken into account in the c i f puce of imported tinplate as 
has been explained in Annexure C This amounts to about 
Rs 2*8 per ton of tinplate. 

202 We have thus to add about Rs 33 6 per ton on account 

of freight, reduced price obtained for 
Final estimate of fair wasters ” and the adjustment on account 
selling price packing, in order to arrive at the price 

which the Company should realise for primes Our final estimate 
of the fair selling price is therefore as follows* — 

Rs 

Per ton 


Works cost 293 

Overhead charges 22 76 

Manufacturer’s profit 18 9 

Adjustments — 

Freight 12 76 

Wasters 18 

Packing 2 8 


Total 368 22 
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Future c.i.f. prices. Measure and duration of protec- 
tion. Ability of the industry eventually to dis- 
pense with protection. 

203 In considering the futiiie puces of iinpoited tinplate, we 
are fortunate in one respect, namely that 
Estimate oMuture import tjjg principal countries of manufacture are 

the tTnited Kingdom and America, where the 
currencies are on a gold basis Prices are not therefore sub]ect to 
sudden variations resulting from the depreciation of exchanges, 
though the indirect effect of Continental depreciation on cost of 
production may still be considerable Further, the Welsh tinplate 
industry appeals to bo less liable to competition, since piacticallv 
no tinplate is manufactured for export on the Continent and it 
has been possible in the past to stabilize or even raise prices by 
combinations of manufacturers Such evidence as we have re- 
ceived tends to show that, in the present circumstances of the 
Welsh tinplate industry, it is improbable that there will be any 
further lowering of prices In Chapter XTV of this leport, we have 
already shown that the Welsh price of tinplate has fallen con- 
currently with the fall in the price of tinbar As the average price 
of British tinbar in 1913 was £5-4-0 per ton and in the first quarter 
of this year was only £6-3-3, it seems unlikely that any furthei 
considerable leduction will be possible We think, tlierefoie, that 
the price of imported tinplate is not likely to fall much below the 
lev^l of the first quarter of 1926 We have no evidence to lead 
us to suppose that there will be any sudden increase in the price 
of imported tinplate except on account of a possible rise in the 
price of tin Any such increase will affect the cost of Indian and 
foreign manufacturers alike, and will leave the need for protection 
unchanged We propose, therefore, to base our pioposals on the 
average price of tinplate prevailing in the ear’ly months of 1920 
Since the coal stoppage in the TTnited Kingdom in May of this 
year, prices have somewhat risen, but between September, 1925, 
and May, 1926, the c i f price has remained in the neighbourhood 
of £24 Ignoring the temporary effect of the coal stoppage, we 
take, as the basis of our (‘alculatirtns of a protective duty, the 
average of the first five months of 1926, viz , £23-16-9 c i f The 
rupee equivalent of £23-16-9 at I 5 6d is Rs 317-13-4 to which 
must be added Rs 2-12 for landing charges The landed price is 
thus in round figures Rs 320 per ton 

204 The measure of protection is the difference between the fair 
,, , ^ ^ selling price and the c i f landed price 

easnre o pro ec ion former according to our estimate is 

Rs. <168 and the latter Rs 320 Therefore the duty required is 
Rs. 48 per ton (Rs 37 per ton below the present rate*of duty), and 
we recommend the imposition of a duty of that ampunt. 

( 122 ) 
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205. We have received a request from the Imperial Tobacco 
Request for exemption Company of India, Limited, that, if any 
of certain kinds of tin- further increase in the import duty be re- 
commended, exemption should be granted 
in respect of the 704b. ’’ tinplates in which they are specially 
interested. These are thin plates which are not at present manu- 
factured in India The Welsh Plate and Sheet Manufacture! s’ 
Association has asked that all tinplates other than those of ordinary 
quality of the two ‘‘ oil ” sizes, or multiples of those sizes, should 
be exempted from the protective duty As we are recommending 
a substantial reduction of the duty rather than an increase, the 
Tobacco Company’s conditional request requires no further consi- 
deration As regards the Welsh application, we feel that it has 
perhaps been pressed on the assumption that the protective duty 
will be increased Many of the special kinds of tinplate are more 
expensive than oilplate, and the protective dutv which we have 
recommended is so little above the 10 per cent ad valorem revenue 
duty to which they would be subject m any case, that the burden on 
the consumer is negligible But we should have been opposed to 
the proposal on other grounds also The Tinplate Company of 
India has for some time been making tinplate of kinds other than 
oil plate and as the Indian demand for oil plate is met more com- 
pletely by the Indian manufacturer in the future, it will be neces- 
sary to undertake the pioduction of other varieties of tinplate. 


206 The Welsh Association has also lepiesented to us that in 

the event of protective duties being imposed 
Proposal for Imperial tinplate, preferential lates should be 

re erence fixed in favour of Wales In so far as this 

proposal involves purely the question of Imperial Preference, we 
express no opinion As far as its economic aspect goes, we must 
definitely state that we find no ground for the adoption of such 
a policy Preferential rates in fayour of the principal competitor 
would on economic grounds be incompatible with any scheme of 
protection and we are, for that reason, unable to lecommend them 

207 Our estimate of the future costs of the industry and of the 

price of imported tinplate indicates that, ai 
Period of protection seven end of seven years, the industry will 

probably be in a position to do without any 
protective duty, and we propose therefore that the period of pro- 
tection should be fixed for seven years In the last three years 
we find that the total import of tinplates and the production of 
the Tinplate Company of India taken together give the following 
totals : — 

Tons 


1923 - 24 

1924 - 25 
1926-26 


56.000 

59.000 

60.000 


In normal circumstances it does not appear that the increase in 
th^ demand would exceed 1,500 tens annually. At the end of thQ 
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period of protection we stould tHns expect a market for not mucli 
more than 70,000 tons The Tinplate Company of India on its 
present plant will produce in the protected period approximately 

36.000 tons a year There remains a market for a further 34,000 
tons, which may he met either hy the existing* Company, whose 
works are so constructed that extensions to produce an additional 

24.000 tons can be conveniently undertaken, or by a new Companv 
which would require at least five years from inception to reach full 
production In either case, we consider that the possibilities of 
development would be sufficiently met by fixing the protective duties 
for a period of seven years 

Will the industry be 208 In paragraph 31 (page 124) of our 
able to dispense with pro- first Report (1924) we observed with reference 
tection » to this industry : — 

It would be premature to express a confident opinion when 
the manufacture has been carried on for only one year, 
as to the eventual ability of the industry to dispense 
with protection altogether, but the success hitherto 
attained is sufficient to justify the hope that it will do 
so ’’ 


In the terms of reference the Government of India draw our atten- 
tion to these observations, and we now proceed to consider the 
question The condition that an industry, in order to qualify for 
protection, must be one which will eventually be able to face world 
competition without protection, is set forth in paragraph 97 (3) 
of the Fiscal Commission's Report, but the precise implications 
of this condition are nowheie definitely explained In view nf 
the recommendation of the Fiscal Commission that there should 
be a clear distinction in the tariff between protective and revenue 
duties, it would not be unreasonable for an industry to claim 
that where foreign competition can be faced with the help of 
the revenue duty only, it is able to dispense with nrotoction and 
therefore virtually satisfies the third condition laid down by the 
Fiscal Commission On the other hand, it may be maintained that 


revenue duties vary according to the needs of the country, and that, 
until an industry can dispense with all extraneous assistance, its 
position is not secure In the enquiry on which we are at present 
engaged, we think it unnecessary to commit ourselves to any inter- 
pretation of the Fiscal Commission’s intentions We have good 
leason to suppose that whichever view is taken on this point, the 
tinplate industry will eventually be able to stand without protection 
209. We have estimated that the average works costs will be 
reduced by the end of the period of protec- 


Question considered on 
the assumption that pre- 
sent revenue duty is re- 
tained 


tion to Rs 279*1 With the addition of 
overhead charges Rs 22*76 per ton, profit 
Rs 18 9 and charges on account of adiust- 


ments Rs 33 56, a selling price of Rs 354*32 
per ton is obtained. The present landed price of imported tinplate 
is Rs, 320 and the revenue duty at 10 per cent, ad valorem amounts 
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to Bs. 32, giving a total price of Bs. 352, as against a fair selling 
price of Bs. 364*32 for Indian tinplate Should the 10 per rent, 
revenue duty continue after the year 1933, further assistance to the 
industry appears unnecessary. 


210. We feel that a discussion as to whether the tinplate 
industry will eventually he able to dispense 
Question considered on with the assistance afforded by the revenue 
the assumption that pre- f jq ^ ^ valorem has hut an 

sent revenue duties are i , p 

reduced or abolished academic interest A general system of 
import duties is an integral part of the fiscal 
machinery of this country, and we have no ground for supposing 
that there will be any essential change in this respect by the year 
1933 We propose, therefore, to indicate very generally some of 
the factors which may render it unnecessary for the industrv to 
rely eventually on any revenue duty With the industrial develop- 
ment of India, an improved price for wasters ” should be realized, 
while the demand for the steel scrap produced by the Company, 
which is at present exported to Italy, may expand, enabling the 
industry to dispose of this waste product more profitably in India 
We refer to these items as examples only, and we by no means 
exclude the possibility of further economies due to improved prac- 
tice Further, if the revenue system of the country is altered so 
as to result in a material reduction in the duty on tinplate, we 
may reasonably expect that the duty on the raw materials from 
which tinplate is manufactured will be correspondingly reduced 
The incidence of the duty of Bs 250 per ton on tin which still 
remains, amounts to Bs 4 5, while the duty on miscellaneous stores 
and material for repairs is about Bs 3 5 per ton of tinplate Thus 
the disadvantage which the industrv would suffer if the 10 per cent 
ad valorem duty fBs 32 per ton) were abolished, would be substan- 
tially reduced We consider that the possibilities of economies 
already suggested are sufficient to raise a reasonable presumption 
that, in due course, the industry will be able to dispense wuth pro- 
tection, even if the term is used to include the assistance derived 


from a purely revenue tariff 

211 One point remains in connection wnth this question The 
£ X u Tata Iron and Steel Company has undertaken 

rice o m ar Tinplate Company tinbar at a 

price of about Bs 83 and it might be urged that if this price was 
uneconomic, it would operate as an indirect subsidy We are 
satisfied that the Tata Iron and Steel Company will be able, in the 
long run, to sell tinbar at this price without any protection Their 
estimate of the works costs in respect of tinbar is Bs 71 per ton 
in 1926-27 and Bs 61 after 10 years Our estimate as to the averae^e 
future works costs, however, is about Bs 60 per ton This would 
give the Tata Iron and Steel Company a margin of Bs 23 per 
ton, which in the case of a semi-finished product rolled on the con- 
tinuous mill, is reasonable as an allowance for overhead charges and 


manufacturer's profit An additional production of 50,000 tons on 
this mill will reduce the cqst of all matena] rolled op it, and a 
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ready outlet for such a large quantity of steel is in itself ai 
advantage to the steel manufacturer. The price of Rs. 83 per ton 
is almost the same as the Welsh tinplate manufacturers pay for 
British tinbar (£6-3-3), and there is no reason to 'think that an 
^'^greement between the Tata Iron and Steel Company and the Tin- 
plate Company of India fixing the price of tinbar at this level 
during the period of protection, would in any way unduly assist 
the latter Company. 


Effect of proposals on 
consumer 


212 The following table gives the effect 
of our proposals on the consumer of tin- 
plate : — 


Table XXXIX 


— 

Avera^-e 
rate of 
exchange 
Pence 

Cif 

price 

Rb 

per ton 

I ending 
charges 
Rb 

per ton 

Duty 

Rs 

per ton 

Approxim- 
ate total 
price 
Rs 

per ton. 

1923 

16 33 

407 

24 

40 

449 

1924 January to June . 

16-89 

397-4 

2-6 

40 

440 

1924 J uly to December • 

17 64 

377-0 

25 

60 

441 

1925 

18 04 

336 1 

2 71 

60 

393 

1926 March 

18-19 

316 2 

2 75 

85 1 

403 

Under scheme- now pioposed 

18 

317 8 

2 75 

48 

869 


Notwithstanding the imposition of protective duties, there has been 
a steady decline in the price of tinplate and though under oui 
proposals the duty would be higher by Rs 8 per ton than it was in 
1923, the puce of tinpLite is lower by no less than Rs 80 per ton 
It IS therefore clear that the scheme of piotection adopted bv 
(government has not constituted a serious burden on the consumer. 
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Representation of the Welsh Plate and Sheet Manu- 
facturers’ Association. 

213 No Indian inteiests have submitted any piotest against the 
Welsh Plate and Sheet application of the Tinplate Company for the 

Manufacturers’ represen- continuance of protection But we have ie> 
ceived a representation from the Welsh Plate 
and Sheet Manufacturers’ Association, London, in which the further 
grant of protection to the Indian Tinplate industry is opposed 
Oral evidence was given on the Association’s behalf on 3rd and 4th 
August, 1926, by Sii Edgar Jones, K B E , who though not other- 
wise connected with the n\anufacture of tinplate, represents the 
Association in public enquiries and in all matters connected with 
propaganda While we aie prepared to allow full weight to the 
arguments advanced by an Association with the expeiience of tin- 
plate manufacture which the Welsh Plate and Sheet Manufactuiers 
can claim, we feel constrained to point out that the representation 
loses much of its force from the fact that the arguments advanced 
are based on the figuies set forth in the enquiiies of 1923 and 1925 
In the earliei poition of our lepoit, we have already explained at 
length the great improvement which has lecently been effected in 
the manufacture of tinplate in India, and we leel that, had the 
figures therein set foitli been before the Association at the time its 
statement was diafted, both the form and the substance of the pre- 
sentation would have been substantially modified It appears un- 
necessary to discuss in detail arguments based on figures which are 
obviously out of date and we have therefore confined our attention 
to the most important matters referred to m the i epresentation In 
our terms of reference we have been instructed to enquiie whether 
the Tinplate industry satisfies one condition precedent to the grant 
of protection, inz , whethei it would eventually be able to stand 
without protection It is only to this extent that we aie concerned 
in this enquiry with the general question of the fitness of the in- 
dustry for protection It might be maintained, therefore, that it 
would be beyond the scope of our enquiry to consider the arguments 
of the Welsh Plate and Sheet Manufacturers directed to prove that 
the Indian Tinplate industry does not satisfy the remaining condi- 
tions which must be fulfilled before protection is granted. We have 
thought it desirable, however, to discuss, as far as possible, in the 
order in which they are presented, those arguments which have not 
already been dealt with m the pievious chapters of our Report and 
to indicate briefly why we consider them inapplicable to the Tinplate 
industry in its present state of development. 

214 We have found some difficulty in understanding in what 

way the allegation that the Tinplate Com- 
Allegation that Tinplate pany of India has not proved its capacity as 

mwSwtim>r°of\irpiate a general manufacturer of tinplate, affects 
the general question of the suitability of the 
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industry for protection As a leason for the exemption from protec- 
tive duty of those classes of tinplate which are not produced in India 
the argument is not without force. We have dealt with this aspect 
of the case elsewhere in our report and it is sufficient here to point 
out that the protective duty we have proposed is so small that in 
the case of special qualities of tinplate, it is almost equivalent to 
the revenue duty. It is admitted that the Indian industry does not 
at present manufacture many kinds of tinplate, while we nave been 
informed that one Welsh works alone produces nineteen hundred and 
fifty varieties. Market conditions necessarily govern the range of 
ai tides produced in any industry and it is obvious that the produc- 
tion of goods for which there is a verv limited demand, would not 
be a profitable commercial undertaking in India At present 
approximately tiyo-thirds of the Indian demand is for those varieties 
of tinplate which are used in the manufacture of oil containers. The 
advantages of specializing in the manufacture of a few varieties of 
tinplate for which there is a large and continuous demand are evi- 
dent, and we think that the Company was well advised to concentrate 
its attention on the manufacture of oil plates in the early years of 
its existence. As the industry develops and the manufacture of tin- 
plate in India approximates to the demand, other varieties will be 
pioduced. The Tinplate Company claims that it has already manu- 
factured without difficulty eighteen different varieties, and there is 
good reason to believe that it will be possible to produce in India 
all kinds of tinplate for which there is a substantial demand within 
a reasonable period 


215. The Welsh manufacturers assert that the factors against 
success ’’ in the commercial manufacture of 
tiuplute lu ludiu ‘‘ urc conclusive ’’ At the 
time they wrote this they had not ascertained 
the recent costs of the Tinplate Company, which are already sub- 
stantially lower than those which the Association had in mind. We 
have shewn in the earlier part of our Eeport that, in a relatively few 
years, the tinplate industry in India will be able to dispense with 
protection It is indeed probable that if the various imported mate- 
lials used in the manufacture could be obtained at prices, delivered 
at the Indian works, eq^uivalent to the prices at Welsh works, the 
total works costs of tinplate in India would in a few yeais be as low 
as, if not lower than, in Wales. In the Association’s opinion there 
are three obstacles to the success of the industry, viz., high labour 
costs, high cost of materials and the difficulty of disposing of wasters 
We have already discussed fully the question of wasters and it is 
admitted that the cost of imported materials is higher than in Wales. 
The remaining points we shall now consider. 


216. We have been supplied with a sworn statement by Mr. H. 

Comparison of labour C. Thomas, Assistant Secretary to the Welsh 
costs. Plate and Sheet Manufacturers’ Association, 

which contains some general information about labour costs in South 
Wales. The average wages for the quarter ending March, 1926, are 
there stated to be is. 1-M per basis box, or £4-5-2 per ton This 
equals Rs. 56 8 per ton at Is 6d or Es. 63 9 at Is id The average 
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wages cost per ton at Golmuri during the first five months of 1926 
was E/S 59*3. Although we lealize that the Welsh average covers 
the production of some plates which require more labour than those 
made in India, we do not regard the comparison as unfavourable; 
for the Indian works has been in operation a little over 3 years and 
a fairly large and expensive Welsh supervising staff still has to he 
employed And if, as we estimate, the total labour cost in the 
Indian works falls during the next few years by about Es. 15 per ton 
of tinplate, the cost may then be below the average Welsh labour 
cost for the same kind of tinplate The whole of the Indian labour 
employed m tinplate making has less than four years’ experience 
whilst in Welsh works, according to the figures supplied by Mr. 
Thomas, about one-third of the men have more than 20 years’ service, 
over one half have more than 10 years’, and over three quarters have 
more than 5 years’ service. Experience is an important factor in 
tinplate manufacture as the Association rightly claims, and it is not 
unreasonable to expect that its benefits will become increasingly 
apparent in India during the next few years As regards the total 
number of men employed, Mr Thomas estimates that for a six mill 
equipment similar to the Indian works producing 30,000 tons, 710 to 
720 employees would be required For an output of 35,000 tons (the 
estimated output at Golmuri in 1926) the number would presumably 
be about 800 The total number employed at Golmuri is 2,800, a 
proportion of about 1 to The output per head in India under 
present circumstances cannot be expected to equal that in Europe 
and we do not consider thi^ proportion unpromising in the early 
stages of an industry which depends so largely on manual labour. 


217 The nett consumption of tin pei box in Wales is said to be 
n * r.9 ..lo ubout 1 Ifa 10 oz Tfiis IS not much better 
than Indian practice. Eocally made tinbar, 
as we have seen, is no cheaper in Wales than here Thus, in the 
three most important respects — wages, tin and tinbar — the Welsh 


manufacturer can claim no permanent advantage and if his costs 
are a little lower to-day than those in India, it is largely due to the 
lower prices of some of the raw materials and to the import duties 
which the Indian manufacturer has to pay 


218 We do not propose to deal at any length with the statement 
Use of Indian material the Tinplate Company of India ha^ 

and effect on employment failed to promote a permanent profitable 
of labour increased production of Indian materials ” 

or opened permanent new avenues for Indian labour The cost of 
tinbar represents rather over one-third of the cost of production of 
tinplate We have already discussed the agreement between the 
Tata Iron and Steel Company and the Tinplate Company of India 
and have stated reasons for our belief that the price at which tinbar 
will be supplied will be on the whole an economic price and will not 
be detrimental to Indian steel production. Including fuel and 
power, the value of Indian materials is rather over three quarters of 
the total value of the materials used excluding tin, which is not pro- 
duced on any substantial scale in any tinplate manufacturing 
country. It is asserted by the Association that ‘‘ the restriction of 
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general labour due to the check imposed by protection entirely out- 
weighs the labour employed in the manufacture of tinplates/' We 
do not believe that the small protective duty which we have recom- 
mended will in any way adveisely affect other industries, and we have 
received no application from Indian industries opposing the continu- 
ance of protection on this ground. 

219 We now turn to that portion of the Association's represen- 
Wages of covenanted tation which deals with the conditions of 
labour in the Tinplate industry The Asso- 
ciation has compared the rates of wages drawn by the covenanted 
labour of the Tinplate Company with the rates of wages in Wales 
and with those drawn by the Indian employees of the Company, 
and has arrived at the conclusion that the wages of covenanted 
employees are excessive We do not consider the comparison con- 
vincing. The covenanted employees of the Company were brought 
out to India for the special purpose of training untried Indian 
labour in the difficult processes of tinplate manufacture, and are 
retained in employment only in so far as they are successful in 
their instruction Their position is that of instructors rather than 
of operatives The Welsh wages given are the average of each 
department for employees of all giades of experience and in many 
departments the wages of women and juveniles are also included. 
The comparison is, therefoie, misleading But apart from this, it 
IS undeniable that in the early stages of a new and highly technical 
industry, the importation of experienced instructors is necessary. 
The rates of pajr are not in excess of those paid in other new 
industries to their employees brought from abroad, and we find it 
difficult to believe that the Tinplate Company, whose losses have 
furnished every inducement to economy, is not in a better position 
than the Association to judge whether the wages paid are exces- 
sive We have already explained in paragraph 177 that, in our 
opinion, the Tinplate Company has been well advised in the policy 
which it has adopted In little over three years the number of 
imported employees has been reduced by about one-third, and 
as Indians become more experienced further reductions will be 
made until, in the couise of a few years, the incidence of the 
wages of the impoited staff will form but an insignificant propor- 
tion of the cost of the finished article 

220. As regards the level of wages of Indian labour, it is obvious 
that the wages paid to operatives who are 
Wages of Indian la our learning a new tiade cannot fairly be com^ 

pared with the rate which is appropriate to skilled and experienced 
workers, while no comparison with the level of wages prevailing in 
other countries would be legitimate which did not take into account 
the differences in the standard of comfort and general purchasing 
power This is admittedly a difficult and complicated question and 
it is to be regretted that the Association has thought fit to support its 
conclusions by statements which are somewhat political in character. 

221 We have made a careful examination of the general condi- 
Conditions of Indian tions of Indian labour at Golmuri The 
labour average scale of wages compares very favour- 
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ably witb that prevalent for similar classes of labour in other indus- 
trial centres. In addition to this, excellent housing arrangements 
have been made by the Company at its own expense About half 
the labour is accommodated in well built houses, most of which are 
provided with water-borne sanitation, and the rents charged are 
moderate The remainder of the workmen live in houses built by 
themselves, partly with their own and partly with money advanced 
by the Company. There is an ample supply of filtered water for the 
whole population, and free medical treatment is provided not only 
for the workmen and their families but for all applicants. Arrange- 
ments for the education of children have been made in conjunction 
with the Tata Iron and Steel Company The attention of Sir Edgar 
Jones was drawn in his oral examination to the labour conditions at 
Golmuri and he said On the social side no criticisms can be made 
against them, and I think they call for a good deal of commenda- 
tion So far as you can arrange for the men’s comforts in a steel 
works, I do not think anything is omitted ” In view of this state- 
ment we think it unnecessary to discuss in detail the arguments put 
forward in paragraph 27 of the representation * 

222. It has been urged that the manufacture of tinplate in India 
• IS not an industry and consequently cannot 

“ ^t*^an^^ndu^try qualify for protection The Association con- 

siders that the Tinplate Company is in effect 
a mere department of the Burmah Oil Company and has been able 
to penalize its competitors in the oil trade by the imposition of tariff 
duties on the articles competing with those produced m its own tin- 
plate works The argument appears to us to rest on a misconception 
of the true position The statement that the original shares of the 
Tata Iron and Steel (Company in the Tinplate Company have no 
value and are to all intents and purposes wiped out is incorrect. 
We have received evidence that a leconstruction of the share capital 
IS under consideration involving a i eduction of the debenture loan 
and the ordinary shaies piopoitionately, but it has nowhere been 
stated that the shares of the Taia lion and Steel Company will 
be completely written off It was suggested that the Oil Company 
as the principal shareholder was in control of the Tinplate Company 
and derived some special advantage therefrom In evidence, how- 
ever, it was stated that the argument was not in reference to the 
present position but to the futuie and would apply only if the scale 
of protection was prohibitive In view of the very moderate nature 
of the scale of protection proposed, we need not discuss this matter 
further Nor does it appear that the Burmah Oil Company is able 
to obtain oilplate at any lower rate than its competitors. The price 
IS governed by an agreement with the Tinplate Company under 
which the Oil Company is entitled to purchase all tinplate of satis- 
factory quality manufactuied out of 35,000 tons of tinbar at the 
ascertained price of imported tinplate, including the duty. The 
Company is thus in no better position in the matter of price than if it 

* See Volume VI — The Evidence recorded by the Indian Tariff Board 
during the enquiry into the question of continuance of protection to the 
Tinplate industry. 

K 
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purchased imported tinplate Far from securing to itself additional 
profit by its connection with the Tinplate Company, it has in fact 
incurred very heavy losses. Had this venture been backed by a com- 
pany lacking the financial resources of the Burmah Oil Company, » 
it is probable that this industry, which we consider to be of great 
national importance, would have ceased to exist Moreover, even 
at present the Burmah Oil Company is not the only purchaser of 
Cinplate from the Tinplate Company The output of tinplate from 
35,000 tons of tinbar is approximately 26,000 tons on the present 
production, while duiing the period of piotection the average output 
of tinplate will be not less than 36,000 tons Already the Company 
is supplying tinplate for the use of biscuit makers, ghee packers and 
vegetable oil manufacturers, and with any further considerable ex- 
pansion of the industry, its operations must extend much beyond the 
supply of tinplate to the Burmah Oil Company We cannot, there- 
fore, subscribe to the view that the Tinplate industry m India is 
not a genuine industry and is thus disqualified for protection 

223 Nor does there appear to be any justification for the conten- 
Burmah Oil Company tioii that the losses incurred by the Tinplate 
“a monopoly” Company should be met by the Burmah Oil 

Company. It has been urged that the Oil Company constitute^a 
monopoly and as such is in a position to recoup any losses incurred 
on the manufacture of tinplate by a slight increase in the price of 
oil The argument proceeds on the assumption that the Burmah 
Oil Company is the only shareholder in the Tinplate Company, which 
assumption we have already shown to be incorrect We have no 
information as to the precise position of the Burmah Oil Company 
in the distribution of oil in India, but assuming that it has a mono- 
poly as 18 contended by the Association, it is reasonable to suppose 
that the present price of oil products is maintained at a level which 
in existing circumstances would give the Company the maximum of 
profit Any attempt to recoup losses on the manufacture of tinplate 
by an increase in the price of oil is therefore likely to prove im- 
practicable Our general conclusion is that the Tinplate Company 
of India has established a genuine industry and that the sharehol- 
ders, viz,^ the Burmah Oil Company and the Tata Iron and Steel 
Company, are entitled to such protection as would ensure a reason- 
able return on the value of their fixed assets We have not over- 
looked the fact that mistakes have been made in the past, but we 
think that sufficient allowance has been made for this by our reduc- 
tion of capital valuation from Us. 161*5 lakhs to Rs. 85 lakhs. 


Denial of national 
portance of Industry 


224. The Association has also referred to the question of the 
national importance of the Tinplate industry. 
On this matter we think that there is no room 
for doubt We have been informed by the 
military authorities that they regard tinplate as an important part 
of war equipment. It is used in the construction of ammunition 
boxes, for the manufacture of containers for motor spirit and oil, 
and for the provisioning of troops. It has been urged that 
if it were possible under war conditions to import the materials re- 
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quired for the manufacture of tinplate which are not produced in 
India, it would also be possible to import tinplate from Wales This 
point IS a debatable one and we can conceive of conditions in which 
tin from the Straits Settlements or palm oil from Africa might be 
imported into India, but consignments of tinplate from Wales 
might be liable to interception Noi is the supply of tinplate 
likely to be interrupted by war conditions alone Labour troubles 
in Great Britain might affect the supply and the effect 
of the present coal dispute on the tinplate trade appears to us a 
striking proof of the desii ability of establishing the indus- 
tiy in India Apart from the impoitance of seeming a continuous 
supply of tinplate in India, we consider that the successful establish- 
ment of an industry requiring such a high degree of skill under con- 
ditions so entirely new is bound to exert a stimulating influence on 
industrial development generally in India, and in considering the 
claim of the Tinplate industry to protection, this is an aspect of the 
matter which in our opinion should not be ignored 


225 The Association complains of confusion in the calculations 


Other questions raised 
by the Association 


in the Board's earlier reports. The matter 
is of a somewhat technical nature and we 
have thought it more convenient to deal with • 


it in Annexure D. It is sufficient here to state that the suggestion 
that if all appropriate adjustments had been made, the Board's re- 
commendations would have been substantially different, is entirely 
without foundation. Other matters relevant to our enquiry which 
have been referred to in the Association's representation are the 
eventual ability of the Tinplate industry in India to stand without 
protection, the exemption from the protective duty of certain kinds 
of tinplates which are not at present manufactured in India, the 
question of preferential rates of duty for Welsh tinplates and the 
fair valuation of a works of a capacity and type similar to that of 
the Tinplate Company of India These matters have already been 
fully discussed in the earlier chapters* of our Eeport and we feel it 
unnecessary to refer to them further. 


* Vide paragraphs 192 to 195, 205, 206 and 208. 
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CHAPTEB XIX. 

Summary. 

e, . , 226. We summarize our conclusions as 

Summary of conclusions follows * 

(1) The Tinplate industry has effected remarkable progress and 
fully justified the policy of discriminating protection adopted by 
Government. Production has increased from 9,000 tons in 1923 to 
approximately 35,000 tons in 1926. Works costs have fallen from 
its. 459 per ton in 1924 to Rs 313 per ton in the first seven months 
of 1926. A notable increase in the efficiency and skill of Indian 
labour has been achieved, and within three years of the commence- 
ment of operations it has been found possible to reduce the number 
of employees by approximately one-third Financially, however, the 
results have not been so successful. The Tinplate Company of 
India has incurred heavy losses which we should estimate for the 
^ears 1923 to 1925 inclusive at Rs. 50 lakhs Recent financial 
esultSj however, are more enco(uraging, and, with a reasonable 
aeasure of protection, we think the industry should be established 
lU a firm basis in the near future 

(2) On a careful consideration of the possibility of effecting 
conomy in manufacture during the period of protection, we have 
ound it necessary to reduce the Company’s estimate of works costs 
,t the end of Seven years from Rs 285 per ton to Rs 279. 

(3) After considering the estimate of the present day valuation 
f the plant submitted by the Tinplate Company and the estimate 
1 erecting a plant of similar type and capacity in Wales furnished 
>y the Welsh Plate and Sheet Manufacturers’ Association, we have 
ormed the conclusion that a fair leplacement value of the Com- 
»any’s works and town is about Rs 85 lakhs, in place of Rs 162 
akhs, the amount at which it at present stands in the Company’s 
coks 

(4) With the adjustments necessitated on account of freight, 
loxes for packing and wasters, the fair selling price which we re- 
ommend is as follows: — 

Rs 

Per ton 


Works cost .... 

. 

. 

293 

Overhead charges 

. 

. 

22 76 

Manufacturer's profit 

. 


18 09 

Adj ^tments — 

Freight 



12 76 

Wasters .... 

. 

. 

18 

Packing .... 

. 

• 

28 


Total 


368 22 


( 134 ) 
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(5) We have based our estimate of the future selling price of 
i3nported tinplate, Rs, 320 per ton without duty, on the prices 
prevailing in the early months of 1926, disregarding the rise which 
has occurred subsequently on account of the coal stoppage in Great 
llritain. 

(6) The difference between the fair selling price of Indian tin- 
plate and the future selling price of imported tinplate is the measure 
of the duty which should be imposed and we accordingly recommend 
a reduction of the present scale of duty from Rs. 85 to Rs. 48 per 
ton. 

(7) We are unable to support the claim that varieties of tinplate 
not manufactured in India should be exempt from the protective 
duty. Special varieties of tinplate bear a higher valuation and 
the duty which we propose will not be greatly in excess of a 10 per 
cent ad valorem duty for such varieties. From the economic 
point of view we cannot agree to any disci imination of duty in 
favour of Wales, since it is with Welsh tinplate that the Indian 
product has mainly to compete 

(8) We recommend that the period for which protection should 
be continued be fixed at seven years 

(9) We are of opinion that at the end of that period the industry 
should be able to stand without any protection other than that 
afforded by the revenue duty 

(10) Finally, we consider that there are good grounds for believ- 
ing that the industry will eventually be able to face competition 
even if the fiscal system of the country is so organized as to result 
m the reduction or even abolition of the revenue duty. 

P P. GINWALA, 

President 

J MATTHAI. 

Member, 

A E. MATHIAS, 

Member . 


C. B. B GLEE, 

Secretary 


I4th December,' 1,926 r 
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.ANNEXXJEE A. 

At the end of the year 1925 an order was placed in England 
through the Chief Controller of Stores, Delhi, 
Order for 53 spans of and the Director General of Stores, London, 

lngland\y trtorJh 

Western Railway JNorth Western llailway We have obtained 

details of the duty-paid landed price of these 
girders both from the Chief Controller and from the Railway author- 
ities There is, however, a wide divergence in the prices furnished 
The North Western Railway authorities originally informed us that 
the duty-paid landed price amounted to Rs 243-6-8 per ton On 
the other hand the figure supplied by the Chief Controller was 
Rs. 337-8-3 per ton. It appeared, however, that the Railway figure 
had been arrived at by including Customs duty at only 10 per cent, 
instead of 25 per cent ad valorem, which is the correct duty on 
fabricated steel On a further reference it was explained by the 
Railway that ‘‘ the Customs duty was ehargffl at 10 per cent, ad 
valorem according to item No 101 of the Tariff Valuation Schedule 
II for 7 months from June to December, 1925, which reads as 
follows : — ^ Railway materials for permanent way and rolling stock, 
etc , etc , 10 per cent ad valorem^ ’’ The items under this entry 
are clearly set forth in the Tai iff Schedule and do not include bridge 
girders, which obviously fall under structures ’’ according to 
item No 91 of the Schedule, agaiUvSt which the duty is entered at 
25 per cent ad valorem An amended statement was, however, 
supplied to us by the Railway authorities in which the duty-paid 
landed price is given as Rs 289-2-7 per ton There is still a large 
difference between this price and that given by the Chief Controller. 
The explanation lies in the different estimates of the sea freight 
In the one case it is assumed that each girder will be despatched in 
several pieces, the minimum rate of freight per ton being chargeable 
on each In the other case a higher freight is taken, it being 
assumed that each girder will be shipped in much larger pieces 

There are two points in this case which call for remark In para- 
graph 121 of our first report on the grant of protection we empha- 
sized the importance of correct calculation of duty in comparing 
foreign and Indian tenders If the Railway authorities calculate 
the charges on account of duty on fabricated girders at 10 per cent, 
instead of 25 per cent ad valorem, there is an obvious risk that 
orders which should be placed with Indian manufacturers will go 
abroad Further, if it is assumed that girders of this size are 
shipped in comparatively small pieces and a low rate of freight is 
taken accordingly, some allowance should be made in comparing 
Indian and foreign tenders, for the extra cost of assembling and 
riveting the imported girders in India It is obvious from the 
discrepancies in the two prices that when the tenders were com- 
pared with Messrs Burn and Company’s tender, no exact estimate 
of the freight was possible and we cousider that when calling for 
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tenders from abroad, every effort should be made to ascertain the 
size and weight of the pieces in which girders will be shipped, 
so that accurate estimates of the freight and erection charges may 
be possible when the tenders are compared with those of Indian 
manufacturers. 
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ANNEXURE B. 

Proposed sections of the Tanff Schedule emhodyurg the Tanff Board's 

1 ecommendations 


The following draft is intended to sammaiise the whole of the 
recommendations and to show their relation to the non-piotected 
items as classified in the Tariff Sehelule issued peuodically by the De- 
partment of Commercial Intelligence and Statistics It should be noted 
that {a) the duties on nails, wiie or French and on wire, all other 
kinds and the duties on railway wagons, etc , are the existing duties 
and are not recommendations for the peiiod commencing 1st Apiil, 
1927 , the Boaid^s findings in respect of these ai tides will be issued later, 
an 1 [b] the tanff valuations and rates of duty applicable to non-piotected 
aiticles are copied from the issue of the Schedule foi the ye.ir 1926 and 
aie not i ecommendations by the Boaid 

As IS explained in Chapter VI of the Kepoid; it is lecommended that 
the basic duties be applied to imports from all souiees and the additional 
duties only to imports from countries other than the United Kingdom. 






Duty 

o 

Names of Articles 

Per 

Tariff 

valuation 

Nou-pro- 

tectivo. 

Protective 

'S 

1 

Basic 

Addi- 

tional 


Conveyances 


Hs A 




67 

Coal'tubs, tippinir wapfona 
and the like conveyances 
designed for use < n light 
rail track, if adapted to be 
worked by manual or animal 
labour and if made mainly 
of iron or steel , and compo- 
nent parts thereof made of 
iron or steel 


AA valo- 
rem 


17 per cent 
(mini mum 
Bs 22 per 
ton) 

Bs 13 per 
ton 


Tramcars, motor-omnibuses, 
motor-lornes, motor-vans, 
passenger lifts, oarriages, 
carts, jinnkshas, bath chairs, 
perambulators, trucks, 

wheelbarrows, bicycles, 

tricycles, and all other sorts 
of conveyances not other- 
wise specified, and compo- 
nent parts and accessories 
thereof, except such parts 
and accessories of the motor 
vehicles above mentioned as 
are also adapted for use as 
parts or accessories of motor 
cars, motor cycles, or motor 
scooters (see No 68) 



15 per 
cent 


• 

75 

Hardware, ironmongeiw and 
tools, all sorts, not otherwise 
specified 


>» 

15 per 
cent 
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Duty 


Names of Articles 

Per 

Tariff 

valuation 

Non-pro- 

teotive 

Protective 



Basic 

Addi- 

tional 

Metals, Iron and Steel 


Bs A 




Irou— 






Angle, channel md tee, not 
fabricated— 






Crown and superior 
qualities 

ton 

200 0 

10 per 
cent 



Other kinds 

ti 

Specific 

• 

Bs 19 

Bs 11 

Other kinds if galvan 
ized, tinned or lead 
coated 

>> 

200 0 

10 per 
cent 



Angle, channel and tee, 
fabricated. 


Ad valo- 
rem 


17 per cent 
(mini mum 
Bs 2l per 
ton) 

Bs 12 per 
ton 

Bar and rod — 






Qualities superior to 
Grade A of the 
British Engineering 
Standard Association 

ton 

350 0 

10 per 
cent 



Grade A of the British 
Engineering Stan- 

dard Association and 
Crown quality and 
intermediate quali- 

ties — 






Over i inch in dia 
meter or thiok- 
nesB. 

if 

190 0 

10 per 
cent 


• 

\ inch and under 
in diameter or 
thiclmess 


220 0 

10 per 
cent 

• Re 


Common, not galyan- 
ized, tinned or lead 
coated — 

1 

j 




(a) If of the shapes 
and dimensions 

specified nnder 

No for steel 

bar nnd rod in the 
Statutory Schedule 


Specific 


Bs 26 . 

j 

Bs 11. 

(6) Other sorts 

1 

Ad valo- 
rem 

10 per 
cent 

... 
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Duty 

Names of Articles 

Per 

Tariff 

valuation 

Non pro- 
tective 

Protective 

Basic 

Addi- 

tional 

Metals, Iron and Steel— 
contd 

Ivon—conid 


Bs A 




Bai? and rod— confd 






Common, if galvanized, 
tinned or lead 

coated 

ton 

ISO 0 

10 per 
cent 



All other sorts 


Jd valo‘ 
rem 

10 per 
cent 



Pig . 

ton 

80 0 

10 per 
cent 



Rice bowls 

cwt 

22 0 

10 per 
cent 



Spiegeleisen, ferro-manga- 
nese, ferro-sihcon and 
other ferro-alloys 


Ad valo- 
rem 

10 per 
cent 



Steel- 






Alloy steel, all kinds 


Ad valo- 
rem 

10 per 
cent 



Angle and tee if galvan- 
ized, tinned or lead 
coated — 






Not fabricated 

ton 

180 0 

10 per 
cent 



If fabricated 

•• 

Ad valo- 
rem 

10 per 
cent 



Angle and tee, all other 
sorts, and beam, chan- 
nel. zed, trough, piling 
and other sections not 
otherwise specified — 






Not fabricated 

ton 

Specific 


Rs 19 . 

Es 11 

If fabricated 


Ad valo- 
rem 


17 per cent, 
(mini mum 
Bs 21 per 
ton) 

Rs 12 per 
ton 

Bar and rod — 






Planished or polished, 
including bright 

steel shaftmg 

ton 

240 0 

10 per 
cent 



Galvanized or coated 
with other metals 

if 


10 per 
cent 


•• 




Serial Ko 
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1 Duty. 

Names of Articles 

Per 

Tariff 

valuation 

Non-pro- 

tootive 

Protective 



Basic 

Addi- 

tional 

Metals, Iron and Sti-el— 
contd 


Bs A 




Steel— conid 






Bar and rod cmid 






Kinds or qualities other 
than alloy crucible, 
shear, blister oi 
tub steel if having, 
after being normal- 
ised, a Brinell hard- 
ness number not ex- 
ceeding ^00 and if 
of the following 
shapes rounds not 
under 1 inch diame- 
ter , squares not un- 
der \ inch side , flats 
other than those 
which are either (a) 
under 1 inch wide 
and not over i inch 
thick, or (b) not 
under 8 inches wide 
and not orer ^ inch 
thick , ovals if the 
dimension of the 
major axis is less 
than twice that of 
the minor axis , 
shapes designed for 
the reinforcing of 
concrete if the small- 
est dimension is not 
under ^ inch 

ion 

Specific 


Rs 2(j 

Rs 11 

All sorts not otherwise 
specified 


Ad vaJo~ 
rein 

10 per 
cent 



Crucible, shear, blister 
and tub steel, all 
kinds 


Ad valo- 
rem 

10 per 
cent 



Ingots, blooms and 

billets 


Ad valo- 
rem 

10 per 
cent 



Slabs inch thick or 

over 


Ad valo- 
rem 

10 per 
cent. 



Steel for springs and 
for cuUing tools 

made by any process 
if not specified 

under ‘ bar and rod 


Ad valo- 
rem 

10 per 
cent 














Serial No 


143 


Names of Articles. 


Metals, Iron and Steel 
—contd 

Steel ' — coficld 


Per 



Duty 


Non-pro- 

tective 


Protective 


Basic 


Addi- 

tional. 


Structures fabricated par- 
tially or wholly, not 
otherwise specified, if 
made mainly or wholly 
of steel bars, sections, 
plates or sheets, for the 
construction of build- 
ings, bridges, tanks, 
well-curbs trestles, 
towers and similar struc- 
tures or for parts there- 
for, but not including 
builders’ hardware (see 
No 75) or articles speci- 
fied in Nos 67, 87, 88 or 
136 


Ad valo- 
rem 


17 per cent 
(minimum 
Bs 22 per 
ton) 


Bs 13 per 
ton 


Tinplates and tinned 
sheets, including tin tag- 
gers, and cuttings of 
such plates, sheets or 
taggers 


ton 


Specific 


Es 48 


92 


Iron or Steel- 


Anchors and cables 


Ad valo- 10 per 
reni cent 


Bolts and nuts, including 
hook bolts and nuts for 
roofing 

Discs and Circles— 

{a) Cut from plates or 
sheets of the kinds 
specified under Nos 
147 and 148 in the 
Statutory Sche- 
dule — 


Ad valo- 10 per 
rem cent 


Galvanized . 


ton 


Specific 


Not galvanized, 
not under ^ inch 
thick 



Not galvanized, 
under ^ inch 
thick 


(b) Others 


Ad valo- 10 per 
rem cent 



Expanded metal 


Ad valo- 
rem. 


10 per 
cent 


Es 16 

24 


144 






Duty 

o 

Names of Articles. 

Per 

Tariff 

valuation 

Non-pro- 

teotive 

Protective 

% 

CQ 

Basic 

Addi- 

tional 


Metals, Iron and Steel 
—contd 


Es A. 





Iron or Steel— con^d 







Hoops and Strips — 







Having a Brinell hard- 
ness number of 143 or 
over, or being coated 
with other metals 

ton 

215 0 

10 per 
cent 




Having a Brinell hard- 
ness number of less 
than 141 and not being 
coated with othei 
metals 


170 0 

10 per 
cent 




Nails, El vets and Wash- 
ers, all sorts - 







Nails, wire or French 

cwt 

Specific 


Es 3 



Nails, rose, deck and 
flat-headed 

5 

18 0 

10 per 
cent 




Nails, bullock and 
horse-shoe 

>> 

50 0 

10 per 
cent 




Panel pins, IG gauge 
and smaller 

)> 

18 0 

10 per 
cent 




Nails, other kinds, 
including -galvan- 
ized, tinned or lead 
coated, and tacks 

- 

25 0 

10 pei 
cent 




Bivets, boilermakers’ 
or structural, if 
black 


12 0 

10 per 
cent 




Eivets, other sorts 


Ad valo- 
rem 

10 per 
cent 




Washers, black, struc- 
tural 

cwt. 

14 0 

10 per 
cent 




Washers, other sorts, 
including galvan- 
ized, nickel plated, 
tinned or lead coat- 
ed and dome-shaped 
spring or locking 
washers 


Ad valo- 
rem 

10 per 
cent 





Serial No 
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Names of Article*. 


Metals, Ieon and Steel— | 
contd 

Iron or Steel— conW 

Pipes and Tubes, and 
fittings therefor, that is 
to say, bends, boots, 
elbows, tees, sockets, 
flanges, plugs, yalves, 
cocks ana the like— 

If nvetted or other- 
wise built up of 
plates or sheets — 

(a) Qalvanissed . 


(h) Not galvanized, not| 
under ^ inch 
thick 


(c) Not galvanized, 
under i inch 
thick 


All other kinds 


Plates not under ^ inch 
thick, including sneets 
i inch thick or over — 

Boiler fire-box and 
special qualities, not| 
fabricated 

Galvanized, plain, not 
fabricated 

Cast iron, whether 
fabricated or not 

Ship, tank, bridge, 
chequered and 
common and cut- 
tings of such plates, 
not fabnoated 

Cuttings, all kinds 
not otherwise speci- 
fied. 

All kinds, fabnoated, 
not otherwise speci- 
fied 


Per 


Tariff 

iraluation 


Bs A 


ton 


ton 


Ad valo- 
rem 


Ad valo- 
rem 


Ad valo- 
rem 


Ad valo- 
rem 


300 0 


280 0 


Ad valo 
rem 

Specific 


Ad valo- 
rem 

Ad valo- 
rem 


Duty 


Non-pro- 

teotive 


10 per 
cent 


10 per 
cent 


10 per 
cent 

10 per 
cent 


Protective 


Basic 


10 per 
cent 


17 per cent 
^mimum 
Ks 42 per 
ton) 

17 per cent 
(minimum 
Bs 22 per 
ton'f 

17 per cent 
(minimum 
Be 39 per 
ton) 


Bs 20 


17 per cent 
(minimum 
Bs 22 per 
ton). 


Addi- 

tional 


Bs 18 
per ton. 


Bs 26 per 
ton 


Bs 16 


Bs 181 per 
ton 
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T 


Duty. 


Names of Articles* 

Per 

Tariff 

Non-pro- 

tective 

Protective. 

valuation. 

Basic. 

Addi- 

tional. 

Metals, Ieon and Steel— 
contd 


Rs. A 




Iron or Steel—conW 






Eailway Track Material — 






Bails 80 lbs and over 
per yard 

ton 

Specific 


Rs 13 

•• 

Fishplates for rails 
30 lbs and over 
per yard 

... 

Ad valo- 
rem 


10 per cent 
^inimum 

Rs 6 per 
ton) 


Rails under 30 lbs per 
yard, and fishplates 
therefor 

ton 

Specific 


Rs 26 

Bs 11 

Bearing plates and 
lever boxes. 


Ad valo- 
rem 

10 por 
cent 



Spikes and tie-bars 

ton 

Specific 


Rs 26 

Ks 11 

Sleepers and keys and 
distance-pieces and 
the like therefor — 






(a) Cast iron 


Ad valo- 
rem 

10 per 
cent 



(6) Steel 

ton 

Specific 


Rs 10 


Switches, crossings 
and the like material 
not made of alloy 
steel — 

(a) for rails 30 
lbs and over 
per yard 


Ad valo- 
rem 


17 per cent 
^inimum 

Bs 14 per 
ton) 


(6) for rails under 
30 lbs per 
yard 

Sheets under ^ inch thick, 
not fabricated — 
Qalvanized, all kinds 
and shapes produced 
by rolling or press- 
ing, including cut- 
tings 

ton 

Ad valo- 
rem 

bpeoifio 


17 por cent, 
(minimum 

Rs 29 per 
ton) 

Rs 38 

Rs 12 per 
ton 

Coated with metals 
other than tin or 
zinc and cuttings 
of such sheets 


Ad valo* 
rem 

10 per 
cent 

■■ 


All other sorts, includ- 
ing cuttings not 
otherwise specified 

ton 

Specific 


Rs. 35 

Re. 24 



Serial No. 


14? 





Duty. 

Names of Articles. 

Per ^ 

Tariff 

Valuation 


Protective. 

• 


tective. 

Basic. 

Addi- 

tional. 

Metals, Iron and Steel— 
contd. 


Rs, A. 




Iron or Steel— confiJ 






Sheets under i inch thick, 
fabricated — 






Galvanized 

... 

Ad valO“ 
rem 


17 per cent 
(minimum 

Bs 42 per 
ton). 


Coated with metals other 
than tin or zmc 


Ad valo^ 
rem 

... 

17 per cent. . 

• 

All other sorts 


Ad valo- 
rem 


17 per cent 
(minimum 

Bs 39 per 
ton). 

Bs 26 per 
ton. 

Tramway Track Material— 






Eails, fish plates, tie-bars, 
switches, crossings and 
the like materials of 
shapes and sizes spe 
cially adapted to tram- 
way track, provided that 
rails the heads of which 
are not grooved and fish- 
plates, tie-bars, swit- 
ches, crossings and the 
like materials for such 
rails shall bo assessed 
as Railway Track Mate- 
rial 


Ad lalo- 
rem 

10 per 
cent 



Wire— 






Barbed and stranded fenc- 
ing 


Ad valo- 
rem 

10 per 
cent 

•• 


Netting 


Ad valo- 
rem 

15 per 
cent 


• 

All other kinds 

Ton 

Specific 


Bs 60 

... 

Wire rope 


Ad valo- 
rem. 

10 per 
cent. 

•• 

... 

Iron or steel designed for 
the re-mforcing of con- 
crete, not otherwise 
specified (see Nos 90 
and 91) 


Ad valo- 
rem 

10 per 
cent 



Iron or steel, all other 
kinds not otherwise 
specified 

.i 

Ad valo- 
rem 

' 15 per 
cent 

•• 

• 


L 2 










Senid UTo 


148 



Duty 


Tariff 


Protective 


Talulition Non-pro- 
tective 



Addi- 

tional 







Serial No 


149 


Names of Articles 


Protective. 


Non pro- 
tective. 


Railway Plant and Roll- 
ing Stock— conW 

101 Railway materials for perma - 1 

neut way and rolling stock, 
namely — contd 

Provided that for the pur- 
pose of this entry “rail- 
way” means a line of 
railwav subject to the 
provisions of the Indian 
Railways Act, 1890, and 
inolodea a railway cons- 
tructed in a State in 
India and also such 
tramways as the Gover- 
nor-General m Council 
may, by notification in 
the Gazette of India, 
specifically include 
therein 

Provided also that nothing 
shall be deemed to be 
dutiab'e hereunder 
which 10 dutiable under 
No 87 or No 88 

102 Component parts of railway 

materials, as defined in 
No 101, namely, such parts 
only as are essential for the 
working of railways and 
have been given for that 
purpose some special shape 
or quality which would not 
be essential for their use 
for any other purpose 

Provided that, articles 
which do not satisfy 
this condition shall also 
be deemed to be com- 
ponent parts of tha rail- 
way material to which 
they belong, if they are 
essential to its operation 
and a?s import^ with 
it in snob quantities as 
may appear t>the Collec- 
tor of Customs to be 
reasonable 

Provided also that nothing 
shall be deemed to be 
dutiable herennder which 
is described under 
No 90 or No 9l or 
No 92 
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Notes on Proposed Sections of the Tariff Schedule, 

67. CONVEYANCES,— 

No change has been made in the classification^ but the duty proposed 
in Chapter X has been inseiied against the protected item 


75 II ARE WARE, ETC.^ 

No change. The Tata Iron and Steel Company withdrew its appli- 
cation for protective duties on picks, kodalies, etc 

90. IRON,— 

No change in classification. The protective duties now recommend- 
ed aie substituted for those at piesent in force The definition of pio- 
tected iron bar and lod has been amended to conespond with that of 
piotected steel bar and rod Protective duties aie not lecommended foi 
any items which are at present not piotected. 


91. STEEL,— 

Alloy steel , — No change. 

Angle and tee coated with other metals , — No change. 

Angle, heam and othe) sections word Hiough^ has been sub- 
stituted for • troughplate ^ and ^ sections not otherwise specified ^ foi 
^ structural sections ^ The duties now recommended for fabricated and 
non-fabric ated sections have been substituted foi the existing duties. 

Bai and Rod — The present definition of protected bais has been 
changed so as (a) to exclude certain sizes and shapes for which protec- 
tive duties aie not lequiied and (6) to leave no room for uncertainty as 
to the kinds of bais for which protection is lequired. No othei change 
is made under this head, 

Ciucible, etc , — No change. 

Ingots, etc — No change 

Railway Track Material ,— to ^ Iron or SteeP. 

Slabs , — No change. 

Steel for Springs , — No change ex<jept that consequential on the re- 
definition of protected bar ar^d rod 

-T No change in definition The duty now recom- 
mended is substituted for the existing duty. 

Tinplates, etc , — No change except that cuttings aie to be subjected 
to the same specific duties as the sheets, etc., from which they aie, cut 
and that the duty now recommended is substituted for tlie existing 
duty. 

T!ramway Track Material , — Removed to ‘ Iron or SteeP, 
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n. IRON on STEEL.^ 

Anchors and cables. — No cliange. 

Bolts and nuts, etc. — No change. 

Rises and circles, — The duties now recommended are sabstituted for 
the present duties As the new duty on plates is different from that on 
sheets it has been necessary to divide the item ‘ not galvanized \ 

Enopanded metal. — No change. 

Hoops and ships.— change. 

Nails, etc. — No change 

Pipes and tubes ~No change except in respect of the item ^ if 
vi vetted, etc.^ It has been necessaiy to divide this item m ordei to 
indicate the diffeiences in the minimum basic duties and in the addition- 
al duties 

Plates — Cast iron plates now form a separate item in oidei to make 
it clear that they aie not to be subiect to the protective duties. Che- 
queied plates aie now included in the definition of protected plates and 
cuttings of piotected plates aie to be subjected to the same duties as the 
kinds of plates fiom which they are cut No change is made m lespect 
of galvanized plates or of plates of special qualities The protective 
duties now lecommeuded are substituted for those at present in force 

Railway hack Matenal. -Fishplates for medium and heavy rails 
now form a separate item as the duty pioposed is different from that on 
rails A protective duty on steel sleepers is pioposed : it is theiefore 
necessaiy that they be shown sepaiately fiom cast iion sleepeis which 
lemain subject to the revenue duty Switches foi light rails aie now 
enteied separately fiom those foi medium and heavy rails as the mini- 
mum basic duties and the additional dutie^ diffei 

Sheets — The items have been le-classified as it is necessaiy that 
piotective duties shall be applied to all sheets other than those coated 
with metals other than tin oi zinc The duty on galvanized sheet is 
diffeient from that on other piotei)ted sheets In all cases cuttings are 
to be subjected to the same duties as the kinds of sheets fiom which 
they are cut The different classes of fabricated sheets aie classified 
sepaiately in oider to indicate the diffeiences in the minimum basic 
duties and the additional duties. 

Tiamway hack Matenal. — No change except that it is made cleai 
that rails the heads of which aie not grooved and fittings foi such rails 
aie to be treated for tariff puiposes as Railway Tiack Matenal, 

Wiie . — No change 

Wire iope — No change 

Iron or steel for the re-inforcing of concrete^ etc. — No change. 

lion or steel, all other kinds, — No change 

93. IRON OR STEEL.— 

Cans 01 drums, — No change. 
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101. RAILWAY MATERIALS, ETC.— 

No change except that sleepers and fastenings therefor are removed 
to indicate that they are to he treated as Bailway Track Material under 
‘ Iron or Steel 

102 COMPONENT PARTS OF RAILWAY MATERIALS. - 

A proviso is added for the purpose of seeming that such component 
paits as are of protaeted kinds of steel shall be subject to protective 
duties. 
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ANNEXUEE 0 

Method of calculating c.i.f. prices. 

The measure of the protective duty is the diffeience between 
the price of imported tinplate and what we consider to be a fair 
celling price for tinplate manufactured in India It is obvious, 
however, that no comparison of prices can be valid unless it can be 
sliown that the articles compared are the same and that all adjust- 
znents of freight, packing, etc , which are necessary before imported 
and Indian tinplate can be placed on the same market, have been 
taken into account We have already in our leport explained that 
the fair selling price includes allowances for railway freight, foi 
the reduced price received for “ wasters and certain minor ad- 
justments. It is now necessary to define precisely what is meant 
in our Report by the term Price c i f Calcutta 

The following items are included therein • — 

(а) The fTice f o.h Bristol Channel port quoted for the hinds 

of plate {in the ordinary trade packing, i e , wooden 
boxes, for which no extra is charged) purchased hy 
the Burmah Oil Company — We accept this as a satis- 
factory basis because these plates form by lar the greater 
part of the product of the Tinplate Company These 
oil plates ’’ are practically of the same thickness, 
but of two different sizes, namely 18|"xl4" and 
20'' xlO". They are used in the ratio of two sheets to 
one and the average price is suitably “ weighted 
although the prices per ton of the two sizas are usuallv 
almost identical, the difference being only Sd per ton 
in the average published quotations for January, 1926 

(б) The freight from the United Kingdom to Calcutta, 

insurance and brokerage charges 

(c) Adjustments for the cost of packing materials, — Plates 
imported by the Oil Company are packed in a tin (i,e’, 
tinplate) case enclosed in an ordinary wooden box which 
is specially bound with steel hoop For the tin lining 
an extra of about 9d has to be paid to the British 
exporter and for the hooping a further extra of about 
3^ per box, i e,, per 110 lbs of 18|"xl4" plates f)r 
per 156 lbs of 20"xl0" plates The Oil Company has 
found that for the journey from Golmuri to its can 
factories in India, the tin case alone is sufficient and 
therefore no hooping or wooden box is used As there 
was some uncertainty regarding the application of the 
relative clause in the agreement between the Tinplate 
Company and the Oil Company to this question of 
extras it has been agreed that the former companv 
shall receive the full “ extra ” for the tin casing (which 
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is supplied) and half the “ extra for the hooping (which 
IS not supplied) and that the Oil Company shall be 
credited with half the cost (which has been taken to be 
b\d.) of a wooden box, since this is included in the basic 
Welsh price but is not supplied by the Tinplate Com- 
pany, This credit to the Oil Company }s given only 
in the final adjustment of accounts between the two 
companies, but the extras for tin lining and hooping are 
included in the invoice prices. 

These ‘‘ extras but not the credit, are taken into account in 
the figures of import prices (both f o.b and c.i f.) shown in the 
Company’s Statement X («), which are found when checked in this 
way to agree with the published quotations (f.o.b.) We have 
already explained that the credit on account of hal| the cost of the 
wooden box has been taken into account in the fair selling price. 
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ANNEXURE D. 

Allegation of confusion in the Board’s earlier 

reports. 

The representation of the Welsh Plate and Sheet Manufacturers'' 
Association states that there was ‘‘ confusion in the calculations 
on which the earlier reports of the Board were based, defects being 
alleged in respect of — 

(а) the unit of weight on which the cost of production was 

calculated ; 

(б) the price received by the Tinplate Company per box ; and 

(c) the relation between the weight per box and the price per 

box. 

(а) Cost of 'production — The Association points out that the 
Welsh practice is to equate all production to that of a basis box 
of 112 sheets, each 20 inches by 14 inches, of a total weight of 
108 lbs This practice has been consistently followed by the Board 
in its reports. The suggestion that either the Board or the Tin- 
plate Company has used a basis of 106 lbs or any other basis is 
incorrect. The suggestion of confusion appears to be based mainly 
on the fact that in Tetters to the Government of India, dated 13th 
January, and 30th April, 1925, (pages 123 and 126 of the evidence 
volume of the 1925 enquiry) the Tinplate Company gave its pro- 
duction costs as Rs. 21 94 and Rs 18 08 per box respectively The 
Association ascribes the difference to an error in the basis of the 
earlier calculation and states that “ such an enormous difference 
in so short a time cannot be accounted for by any specific factors ’’ 
A more careful study of the position would, however, have shown 
that a large reduction of costs was to be expected at so early a stage 
of the Company’s development, since the first figure was the average 
cost for January to September, 1924, and the latter figure the 
average for January to March, 1925 The method used in the cal- 
culations on which the report of February, 1924, was based for 
allowing for the loss on wasters was the only method available at 
the time of the enquiry and there is no reason to believe that it 
did not correctly represent the loss 

(б) Price received by the Tinplate Company , — While it is true 
that the calculations were not adjusted for the charge for tin lining 
and hooping, the Association is wrong in stating that the result 
of such an adjustment would have been a reduction of Rs. 20 per 
ton in the duty; the reduction would have been Rs 8 per ton.* 
Adjustments of this kind would have been inappropriate at 
the time of the first enquiry, when manufacture had only just com- 
menced and the estimates of the works costs were subject to great 
uncertainty. Had circumstances justified adjustments of a relative- 
ly minor kind, the effect might well have been slightly to raise 


The details of the adjustment are shown in Annexure 0. 
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rather than to lower the duty recommended, for it would have been 
necessary to set {gainst the adjustment for packing an adjustment 
for freight from Golniuri to the ports, which has been found in the 
present enquiry to require an addition of nearly Rs, 13 per ton to 

the costs 

(c) Relation between weight and price . — The Tinplate 
Company’s statement No X (page 28, Vol. II of evidence given 
during the fiist enquiry) shows that the Company compared the 
prices it would receive with its costs of production on the uniform 
basis of a unit of weight of 108 lbs This was followed through- 
out the Boaid’s calculations It should thus have been clear to 
the Association from the evidence that there was no foundation 
for the suggestion that the weight of the box used in ascertaining 
prices was different from that used in the calculation of the works 
costs The Association points out that the boxes of tinplate of ‘‘ oil 
sizes,” which contain a greater weight of plate than the basis boxes, 
are also higher in price. While this was known to the Board, it 
was not realized that there was any appreciable difference in the 
prices per unit of weight and to that extent the Board’s previous 
calculations were in error, since they were based on the price per 
unit weight appropriate to the basis box. The normal difference 
in price quoted by the Association is equivalent to less than Bs. 6 
per ton. On August 4, 1923 (the basis of the Board’s first calcula 
tion) the difference was rather over Rs. 6 per ton and on July 10 
1926 (the basis of the second calculations) the difference was less 
than Rs 6 per ton. 

It will thus be seen that if the prices had been calculated on the 
quotations for oil plates ” and if an adjustment had been made 
not only for the method of packing but also for the internal freight, 
as would have been equally necessary, the effect would have been 
to lower the duties recommended in the earlier reports by only one 
rupee per ton. 
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ANNEXURE E. 

Details of agreement between the Tinplate Company 
of India, Limited and the Tata Iron and Steel Com- 
pany, regarding sale of steel required by the Tin- 
plate Company of India, Limited. 

( 1 ) 

Letter from the Tinplate Company of India^ Limited^ dated 5th 

October 1926. 

With reference to the undertaking given you in Shillong lhat this 
Company and the Tata Iron and Steel Company would endeavour 
to come to an arrangement regarding their present contract for the 
supplies of steel, we have the honour to inform you that an agree- 
ment has been made for the purchase of this Company’s requirements 
of steel from the Tata Iron and Steel Company, Limited at Rs 83 
per ton during the period of protection A further agreement has 
been made regarding subsequent supplies for the remaining period 
of the present contract We have written to Messrs The Tata Iron 
and Steel Company, Limited, requesting them to confirm to you that 
this arrangement has been made 

( 2 ) 

Letter from the Tata Iron and Steel Company y Limited, dated 12th 

October 1926 

With reference to the undertaking given you in Shillong that the 
Company and the Tinplate Company of India, Limited would en- 
deavour to come to an arrangement regaidmg then piesent contiact 
for the supplies of steel, we have the honour to inform you that an 
agreement has been made for the sale to the Tinplate Company of 
their requirements of steel by this Company at Rs 83 per ton during 
the period of protection. A fuither agreement has been made re- 
garding subsequent supplies for the remaining period of the present 
contract. We understand that the Tinplate Company of India, 
Limited, have already informed you of this and they have asked us 
to confirm it to you 

The {^reement between us is that the price of the raw mateiial, 
namely, Rs. 83 per ton shall be paid either for the Steel Company’s 
works or f.o.r. the Tinplate Company’s woiks according as the price 
taken by the Tariff Board m their Report on protection to the tin- 
plate industry is Rs. 83 plus the cost of transport from the Steel 
Oonmany’s works to the Tinplate Company’s works or Rs. 83 for 
the Tinplate Company’s works. The difference in the price of steel 
to this Company will be 12 to 14 annas which is the cost of tiansport 
between our works and the Tinplate Company’s woiks As our cal- 
culations have throughout been based on the puces received by the 
Steel Company f.o.r. works, we submit that the price of the raw 
material should be calculated for the Steel Cfompany’s works 
which will slightly increase the price to this (Company and we trust 
the Tariff Board will consider this. 



Appendix I. 

Table A. — Steel Angles and Tees. 
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N.B — This table does not take into account steel imported on behalf of Government. 














Appendix 1. 

Table A. 1.— Steel Angles and Tees 
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JN' B — This table does not take into account steel imported on behalf of Government 







Appendix L 

TaUe B. — Steel itaure (ether thwe Cai* S t ee l ). 

mports into India dming the years 1911-12, 1912-18 and 1919-20 to 1925-20, 
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N B — This table does not take into account steel imported on behalf of (Jovernment 










Appendix I. 

Table B-l. — Steel Bars (other than Cast Steel). 

iports into India duimg the years 1911-12, 1912-13 and 1919-20 to 1926-26. 

Share of each port 
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Appendix I. 

Table C.— Steel Beams, Channels, Pillars, Girders and Bridge nrork. 

mports into India during the years 1911-12, 1912-lS and 1919-20 to 1925-26, 
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N S -This table does not take into account steel imported on behalf of Goremment. but .n 1025-26 it includeB steel importefl by the railways. 





Table D. — Steel Hoops and Strips. 

Imports into India during the years 1911-12, 1912-13 and 1919-20 to 1926-26 
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N B — This table does not take into account steel imported on behalf of Government 


Appendix I. 

Table D.-1. — ^Steel Hoops and Strips. 
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N B — ThiB table does not take into account steel imported on behalf of Government. 



TaWe E— RaUs, Chairs an4 RAplales. 

ports into India during the years 1911-12, 1912-13 and 1919-20 to 1925-26 
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Appendix L 

Table £•**!• — ^Rails, Chairs and Fishplates. 

.mports during the yeais 1911-12, 1912-13 and 1919-20 to 1925-26, 

Share of each port 
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N B — Thw table does not take into account material imported on behalf of Government, but includes those imported by the railways* 













Table F. — Galvanized Sheets (Corrugated and Plain). 

mports into India dunng the years 1911-12, 1912-13 and 1919-20 to 1925-26. 
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N B — This table does not take into acconnt material imported on behalf of Government, 














Table Galvanized Sheets (G>rnigated and Plain). 

’mports into India dming the years 1911-12, 1912-13 and 1919-20 to 1925-26. 

Share of each port. 
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N B — This table doeB not take into account material imported on behalf of (Jovemment 










170 



N B —This table does not take into account material imported on behalf of Government 




















Appendix L 

Table — ^Tinned Sheets* 



N B » — This table does not take into account material imported on behalf of Government 












Appendix I. 

Tabk H.— Black Sheets (up to O. 

mports into India dunng the years 1924-25 and 1925-26 
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N B — This table does not take into account matenal imported on behalf of Government 
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Appendix L 

TaUe J*— Total of Bladr S h eet s ami Platee* 

mports into India dimng the years 1911-12, 1912-13 and 1919-20 to 1925-26 
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N B — This table does not tafce into account material imported on behalf of Government 




Appendix L 

Table J-1.— Total of Black Sheets and Plates. 

ports into India duiing the yeais 1911-12, 1912-13 and 1919-20 to 1925-26. 

Sliare of each port 
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N B —This table does not take into account material imported on behalf of Government 


mports into India dniing the years 1919-20 to 1925-26. 
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NB — (1) This table does not take into account material imported on behalf of Government 
(2) Not separately classified dnnng the years 1911-12 and 1912-13 
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N B — 1 This table does not take into acconnt material imported on behalf of Government 
2 Not separately classified dnnngthe years 1911-12 and 1912-13 
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Prices of imported Steel products. 

A — Bbitish Bsahb 
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Col^TI^^Bl^TAL Beaks. 
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Bombay 

Iron 

Merchants 

Association 

Bombay 

Market 

pnce 


Mr G B 
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C 1 f 
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Bs a. p 
120 0 0 

120 0 0 

120 0 0 

120 0 0 

120 0 0 

120 0 0 

100 0 0 

loo 0 0 

100 0 0 

95 0 0 

100 0 0 

107 8 0 

106 0 0 

106 0 0 

107 8 0 

110 0 0 

m Z 

©««oo®«eo c9C9a»d»<o 

^O««0o»oo^g eoeor-iM« 

«*«OkO«0»OIO lOkOUdtPO 

'S’-i o 

i CO 

o 

£ 8 3 

6 10 0 

6 9 0 

6 9 6 

6 4 0 

6 2 0 

6 17 6 

6 17 0 

6 0 3 

5 19 0 

6 17 0 

5 12 6 

5 12 6 

6 12 6 

5 12 6 

6 16 

6 10 0 

Tata Iron 
and Steel 
Company 

0 1 f 

o «OOOOOCD ©ooooo 

^a» t^t%ooo«Dcg 2Si3S2S 

^(O ©«0o©iou3 >o»akoiOM3io 

Geo 
Service 
& Co 

C 1 f 

£ 8 d 

6 10 6 

6 10 6 

6 6 9 

6 2 0 

6 0 8 

6 11 8 

5 12 2 

5 17 0 

6 17 0 

6 18 8 

6 17 0 

p< 

hs r 

£ 8 d 

6 10 6 

6 9 6 

6 9 6 

6 6 6 

6 2 6 

5 17 0 

5 16 10 

6 0 0 

5 19 6 

6 18 6 

6 17 0 

6 17 0 

6 14 6 

5 14 6 

1 i 

•§ e « 

£ 8 d 

6 10 6 

6 10 6 

6 6 9 

6 2 0 

6 0 8 

5 11 8 

6 12 ^ 

5 17 0 

6 17 0 

6 18 8 

lU OJ 

lia - 

£ 8 d 

6 12 11 

6 10 6 

6 10 6 

6 10 6 

6 6 10 

6 6 10 

6 16 10 

6 0 10 

6 0 10 

6 0 10 

6 18 4 

Iron and 
Coal Trades 
Beview 

fob 

£ 8 d 

6 6 7 
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Appendix II. 


C. — British Avoles. 


— 

Balmer 
Lawne 
& Co , Ld 

c l f 

llichard- 
son & 

Ciuddas * 

C 1 f 

1 

J essop j 
Si Co , Ltd 

C 1 f 

Tata Iron 

A Steel 

Co , Ltd. 

c i f. 

Burn 

Co , Ltd 

C 1 f 

1925. 

£ s. d 

£ $, d. 

£ s. d. 

£ 8 d. 

£ $ d 

June «... 

8 10 0 

8 7 0 

8 9 6 

8 15 0 

8 10 1 

July • 

8 7 6 

8 4 6 

8 7 0 

8 8 0 

8 7 3 

August 

8 7 6 

8 2 4 

8 7 0 

8 5 0 

8 4 2 

September 

8 6 0 

8 2 4 

8 2 0 

8 18 

8 17 

October 

8 0 0 

7 16 0 

7 18 0 

7 15 6 

7 16 5 

November . , 

7 12 6 

7 8 8 

7 18 0 

1 7 10 3 

7 11 3 

December .... 

1926. 

7 10 0 

7 8 8 

7 7 0 

7 8 9 

7 6 11 

January • 

7 10 0 

7 8 8 
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February 
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7 6 11 

March 
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... 

7 9 6 
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May . . . . 


... 

7 9 6 

7 6 0 
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June 

... 

... 
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• •• 

July . 4, . . 

... 

... 

7 14 6 

... 

- 
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Appendix IL 

E.— Bbitish Babs. 


- — 

lion and 
Coal 
Tiadcg 
Review 
f.ob 

Balmer 
Lawiie 
& Co , 
Ltd. 

C.l f 

Hichardson 
& Ciuddas. 

c l.f . 
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Co , Ltd. 

Cl.f. 

Tata Iron 
& Steel 
Co, Ltd 
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• 
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July .... 
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September . 

* 
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8 14 3 
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October • 
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7 18 0 
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November , • , 
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1926. 
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• 
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• 
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• 
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•• 
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... 

... 
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•• 
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... 
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•• 
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Bombay Iron 
Meromuits 
Association 
Bombay 
Karket 
price. 
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Haridas 

&Co 
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Market 

price 
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^oooooooo ooooflooooooom 

Burn & Co 

C 1 J. 

£ s d 

6 6 3 

6 7 10 
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6 4 0 

6 3 2 

6 19 2 

6 0 1 
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6 8 4 

6 5 0 
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6 12 
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£ 8 d 
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5 8 8 
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5 3 4 

5 5 2 

5 1 11 

4 19 6 
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Appendix XL 


G— British Plaies. 
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Appendix II. 
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Jessop 
& Co , 
Ltd. 
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Tata Iron 
& Steel 

Co , Ltd. 
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Burn & 
Co, Ltd.* 
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1926 
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... 
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December . 




• 
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• 
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Appendix IV. 

List of Engineering Associations and firms and of firms interested in the 
manufacture of iron and steel who submitted representations to the 
Tariff Boaui. 


No. 

Names of Brms. 

Date of representation 
or replies to 
qnestionnaire. 

Date on which 
representatiye was 
examined orally. 

1 

Bara and Company) Ltd. • 

18th May, 1926 

20th and 21(t JnW, 
1926, 

2 

Jesaop and Company, Ltd. , . I 

lltli/14th May, 1926 

23rd J uly, 1926. 

3 

The Indian Iron and Steel Com- 
pany, Ltd 

14th May, 1926 

30th July, 1926 

4 

Bird and Company . • 

16th May, 1926 

5th Augost, 1926. 

5 

Indian Engineering Association • 

12th Jane, 1926 • 


6 

Richardson and Crnddas 

3rd May, 1926 
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Appendix V. 


List of Railways from which replies were received to the questionnaires 

issued hy the Board 


No 

Names of Railways 

Late or dates of 
replies. 

Late on which 
representatives were 
examined orally. 

1 

North Western Railway 

23rd June, 29th Juno, 
22nd July, 26th 

J uly and 4th 

August, 1926 


2 

Great Indian Peninsula Railway 

15th June, 17th June, 
24th J uno and 1 6th 
July, 1926 


3 

East Indian Railway 

8th June, 2l8t June, 
17th July, 19th 
J uly and 2nd 

August, 1926 


4 

Eastern Bengal Railway 

19th June, 2l8t J une, 
30th June and 11th 
September, 192(* 


5 

Bengal Nagpur Railway Company, 
Ltd 

14th June, 2nd July, 
9th July, 28th Sep- 
tember and 8th 
October, 1926 j 


b 

Bombay, Baroda and Central India 
Railway Company, Ltd 

11th June, let July, 
8th July, 9th July | 
and 17th July, 1926 


7 

Madras and Southern Mahratta 
Railway Company, Ltd 

14th June, 16th June, 
19th June and 28th 
June, 1926 


8 

South Indian Railway Company, 
Ltd, 

22nd June, 26th June, 
28th Juno and 8th 
October, 1926 


9 

Burma Railways Company . 

12th July, 1926 


10 

Assam Bengal Railway Company, 
Ltd 

3rd June, 2r)th June, 
14th July and 16th 
July, 1926 


11 

Bengal and North-Western Rail- 
way Company, Ltd 

17th July, 1926. 


12 

Railway Board , 

21st May, 8th June 
and 7tb July, 1926 

26th, 27th and 28th 
July, 1926. 

13 

H E. H The Nizamis Guaranteed 
State Railways Company, Ltd 

14th September, 1926 


14 

Rohilkund and Kumaon Railway 
Company, Ltd. 

28rd October, 1926. 



n 
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Appendix VI. 


Xtst of Chamber f< of Commerce and other commercial bodies, ifnjpoihng 
iirms and pnvate individuals fiom whom i epresentations weie received 
on the geneial question of protection for steel. 


Ko. 

Name of Chambei, Association, etc 

Date of lepresen- 
tation 

Date on which 
lepresentative 
was examined 

01 ally. 

1 

Messrs. Richaidsou and Cruddas . 

3rd May, 1926 


2 

„ Geo Service and Company 

12th May, 1926 . 


3 

Chambei of Commerce, Madias 

8th May, 1926 


4 

Buima Chamber of Commeice 

5th May, 1926 


5 

Indian Chambei of Commerce, Cal- 
cutta 

1st June, 1926, and 
2nd August, 1926 


6 

Southern India Chambei of Com- 
merce, Madias 

5th July, 1926 


7 

Buima Indian Chamber of Coin- 
meice. 

12th July, 1926 


8 

Bombay lion Merchants* Associa- 
tion 

22nd July, 1926 


9 

Some lion Meichants of Calcutta 

11th August, 1926 


10 

Mr B Sitaiaman, Calcutta . 

20th July, 1926 , 


11 

Mr G B Tiivedi, Bombay . 

21st July, 1926 

18th August, 

1926 

12 

Messis Anandji Haiidas and Com- 
pany. 

20th May, 1926 

2nd August, 

1926 
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Appendix VIL 

List of Engineering and other firms whose works weie visited hij the 

Boa} d. 


No. 

Name of fiim. 

Works visited 

Date of visit 

1 

The Tata Iron and Steel Company, 
Ltd. 

Works at Jamshed- 
pui 

19th and 20th 
Apiil, 10th and 
11th August, 
18th Septembei, 
1926 

2 

Peninsular Locomotive Company, 
Ltd 

Ditto 

2Ut Apiil, 1926. 

3 

Indian Cable Company, Ltd 

Ditto 

Ditto 

4 

The Agricultuial Implements Com- 
pany 

Ditto 

22nd Apiil, 1926 

6 

Indian Steel Wire Pioducts, Ltd 

Ditto 

Ditto 

6 

The Tinplate Company of India, 
Ltd, 

Woiks at Golmuu 
neai Jamshedpui 

23id Apul and 
loth August, 
1926. 

7 

MessiP, Burn and Company, Ltd . 

Woiks at Howl ah 

26th April and 
25th August, 
1926. 

1 

8 

Messis Jessop and Company, Ltd .| 

Woiks at Howl ah 
and Garden Rea..h 

27th Apul, 1926 

9 

Hukumchand Electiic Steel Woiks 

Works at Bally- 
gunge neai Cal- 
cutta 

28th Apul, 1926. 

10 

Angus Engineeiing Woiks 

Woiks at Bhadiash- 
wai. 

12th July, 1926 

11 

Indian Standaid Wagon Company, 
Ltd 

Woiks at Bumpur 
neai Asansol 

17th July, 1926 

12 

Indian lion and Steel Company, 
Ltd. 

i 

Ditto 

Ditto 
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